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solution 








THE CYCLONE FURNACE 


Power-plant operators have been plagued for years by the expense and nuisance caused by fly 
ash and the community relations problems involved in its disposal. They have spent millions 
to keep fly-ash from reaching the atmosphere and, yearly, spend many additional millions in 
handling thousands of tons of troublesome, dusty fly-ash and paying for its removal. 


Today, the Cyclone Furnace completely solves this major problem: 











1, Most of the ash produced by burning the coal is changed 
: to molten slag in the Cyclone Furnace. This slag is easy CYCLONE FURNACE BOILER UNITS 
to handle, has many uses, and often can be sold, represent- 
ing an asset rather than a liability. Because there is so IN OPERATION 
little ash in the gas leaving a Cyclone-Furnace-fired boiler, Number of 
it is often possible to eliminate precipitators. Where pre- Owner & Station Boilers Kilowatt Rating 
cipitators are used, they can be greatly simplified, because ee , on 
the designer can think in terms of pounds—instead of tons— Fisk 2 150,000 
of ash per hour. PUBLIC SERVICE CO. » — 
OF NORTHERN ILLINOIS 
2, Where local conditions may require use of precipitators in Wevtagen : Rf 
* conjunction with the Cyclone Furnace, there is no need for beliet 2 107,000 
handling the fly-ash collected. It can, with simple equip- ie Sener oe 
ment, be blown back into the Cyclone Furnace to be melted Michigan City 3 105,000 
down into slag. POW Went ‘Side. Plant 1 30,000 
South Side Plont 2 0,000 
Through this one feature alone—by completely solving the fly eee Soues 
ash problem—the Cyclone Furnace greatly improves plant opera- Sheboygan ’ 60,000 
tions. But many other advantages, such as increased availability see age , pus 
through elimination of outage-causing equipment, simplified a oe 
operation through use of crushed coal, reduced cost of upkeep, South Amboy 1 62,500 
and higher thermal efficiency, also are obtained with Cyclone TOTAL UNITS IN OPERATION 20 1,042,500 
Furnaces. 





Many B&W Cyclone-Furnace-fired boilers are in operation, in 
various parts of the country, burning many different kinds of 
coal. The operating requirements and the design conditions 
for these boilers include most of the variations that can be 
expected in utility practice. We will be pleased to discuss with 
you the many ways in which Cyclone Furnace firing can be of 
benefit to you. 





BOILER 
DIVISION 


G-610 
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HEN we look back over the step- 

by-step program made in the es- 
tablishment of original cost less deprecia- 
tion as the exclusive measure of fair 
value for rate-making purposes, it is in- 
teresting to note how this accounting 
concept has grown from a mere book- 
keeping reform to the status of an in- 
exorable measuring rod of utility in- 
vestors’ return on their investment. 


In the beginning, original cost was set 


forth as simply an accounting subdivision 


of the utility plant investment. It was in- 
troduced by its advocates on regulatory 
commission staffs as merely a means of 
providing information which might help, 
among other things, to determine the 
value of the property for rate making 
and without prejudice to the investor’s 
actual dollar equity. 


THEN came the court litigation over 
compulsory requirements for uniform 
classifications of accounts, and the com- 
missions moved on to step No. 2: A re- 
quirement that so-called acquisition ad- 
justment accounts be written off to sur- 
plus or other income deductions, despite 
the effect on original dollar investment 
in terms of cost to the corporation. 


From there it was but a single step, 
apparently, to the Federal commission re- 
quirement that the original cost less de- 
preciation should be used as the exclusive 
basis for fixing rates. The old idea of 
simply using such accounting entries as 
alternative sources of information was 
forgotten. 


THEN came an accelerated inflationary 
period with the inevitable deterioration 
of purchasing power of the dollar origi- 
nally invested. Despite the shrinkage in 
net value of utility rate bases stated in 
terms of original cost dollars for pur- 
poses of fixing present-day rates, most 
commissions clung, and still cling, to ac- 
cepted percentage standards of rate of 
return based on net investment. 
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N this point, utility management, as 
well as utility lawyers, began to 
find out that they were up against an 
economic restriction rather than a legal 
restriction in many cases. The general 
statutory language and loose standards 
of many state laws do not spell out clear- 
ly any requirement that the utility in- 
vestor be protected from a dilution of his 
earning power, due to the inflationary 
impact on the utility business with rela- 
tively fixed rate ceilings. Nor has the 
Federal Constitution allowed very much 
practical protection along this line since 
the Hope Natural Gas decision of 1944, 
which gave to the state commissions a 
wide degree of latitude (if not absolute 
discretion) in determining their own ap- 
proach to rate fixing—subject only to a 
very vague limitation about the “end re- 
sult” being sufficient to keep the business 


going. 


Tuis puts the problem back before the 
state commissions, in most instances. 
But the accent has changed from argu- 
ments based on Jaw to arguments based 
on economics. And this is where the 
modern utility lawyer finds his task 
greatly magnified by the difficulty of 
making his proof conclusive and indis- 
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You may find 


a fresh approach ... 


Tackling utility company problems daily .. . 
maintaining close and continued contact with 
the financial world gives us an understanding 


| of the complex field of utility financing and 





investor relations which may be of help to you. 


A fresh approach to the problem you are 

now studying may be suggested by a talk with 

us. Call Public Utilities Department at DIgby 
4-3500 or write us at One Wall Street. 


IRVING TRUST COMPANY 


ONE WALL STREET . NEW YORK 15, N. Y. 


Capital Funds over $123,000,000 Total Resources over $1,200,000,000 


WituiaM N. Enstrom, Chairman of the Board 
Ricuarp H. West, President 


Public Utilities Department—Joun F. Cutips, Vice President in Charge 


MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 

















8 PAGES WITH THE EDITORS (Continued) 


putable in a field where confusion and 
conflict of opinion so often prevail. 


So far, utility companies have been 
able to finance economic purchasing 
deficits in their provision for repiace- 
ment of worn-out equipment by raising 
of new capital. But does the Uniform 
System of Accounts, disregarding the 
shrinkage in dollar value, serve to hide 
the extent to which new capital is being 
used for replacements rather than ex- 
pansion? What is going to happen, how- 
ever, when the day of reckoning comes, 
when the ability of utility companies to 
attract new capital falls under the cloud 
of shaky investor confidence? These are 
all questions considered in our leading 
article. 


ArTHUR H. Dean, contributor of the 
article, entitled “The Impact of Changing 
Price Levels on Rate Making,” is a mem- 
ber of the celebrated New York law firm 
of Sullivan & Cromwell. He has become 
more recently familiar to the general 
public through newspaper, radio, and 
television accounts of his efforts at Pan- 
munjom on behalf of the Secretary of 
State to obtain some kind of an orderly 
program for the Korean truce talks. 

* * * * 


AMES H. Cot.ins of Hollywood, Cali- 
fornia, whose articles on various 
phases of the utility business frequently 
appear in this magazine, has written a 
story about the mad pregraduation rush 
for young engineers and technicians now 
going on in our various universities and 
technical schools. His article, entitled 
“College Boys Are Hired All Year 
Round,” which begins on page 844, also 
suggests a new approach to this prob- 
lem of recruiting promising junior staff, 
technical, and executive material. 

In effect, CoLLINns tells us that there 
is also an over-the-counter supply of 
promising young men. He thinks that 
future “brass” should be recruited every 
month in the year—particularly by utility 
companies. The author gives reasons in 
this article for management to ponder 
whether a limited application of the old 
legend of “acres of diamonds” might not 
be worth considering with respect to the 
year-round recruitment contacts with 
local undergraduate classes. The small 
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HENRY F. 


UNGER 


utility company is at no disadvantage in 
arranging local student contacts, such as 
plant visits, luncheons, and chats with 
management and personnel people. There 
is also an idea for the recruitment of 
front office and junior executive material. 


* 


W: have received a number of com- 
plimentary remarks, as well as 
reprint orders, from various utility com- 
panies, concerning two articles which 
appeared sometime ago in this magazine 
in the form of interviews with typical gas 
and electric utility employees. In this 
issue (beginning page 837) the same 
author of these earlier articles, HENRY 
I*. UNGER, professional writer now resi- 
dent in Phoenix, Arizona, gives us 
another one of his timely and interesting 
interviews with a typical employee at the 
operating level of utility service. How 
does the utility bus driver feel about his 
job? What are its good points and bad 
points? What does he look forward to? 
What does he look back on? Those 
who have read Mr. UNGER’s previous 
sketches along this line will not want to 
miss his chat with the bus driver. 


THE next number of this magazine 
will be out December 17th. 


























Line-up for today's Microfilm needs 





Leading off—the Dual Film-a-record, the 
machine that gives you the most in micro- 
filming... high-speed feeding, with or without 
automatic feeders, 15” feeding throat, clear 
and sharp images, interchangeable lenses with 
a single camera...features that combine for 
flexible, efficient and economical operation. 
To view your microfilm —the Electronic 
AO Reader gives you the greatest ease and 
most complete readability. For an all-purpose 
reader built to fit your budget, you want the 
Standard Reader. The new, simple, flexible 
Model 4 Film-a-record microfilms single 
sheets up to 11 x 17”, pages of books, maga- 
zines, manuscripts and notebooks. And if you 
need a reader that goes anywhere you go— 
from floor to flocr, building to building, city 
to city — get the new Portable Reader. 
Remington Rand Humidifying Film Stor- 


The new, complete line 
of Remington Rand Microfilm Equipment 
























age Cabinets are built to meet the specifica 
tions of the U.S. Bureau of Standards. The 
maintain the recommended humidity and 
their special “air conditioning” constructio 
permits complete circulation of conditioned 
air within the unit. 

Remember, you have no maintenance wor 
ries with Remington Rand. Special factor 
trained personnel are ready at all times to 
service your equipment. 


You'll want to know more about these and othe 
Remington Rand Microfilm units. Why not see 
them today at your nearest Remington Rand 
Business Equipment Center or write Room 1551 
315 Fourth Avenue, New York 10, New York 
for free information. 


* , 
Memingtor. 27,17 dh 
mw €. 








oming IN THE NEXT ISSUE 


* 


BEATING NEW ENGLAND WEATHER 

New England weather is no joke to the public utilities in the area confronted 
with the task of maintaining service in the teeth of sudden howling blizzards 
and even occasional hurricane weather. But the utilities in Connecticut have 
a plan that has stood the test of years of experience. It was called into 
operation last January when an ice-glaze storm threatened to disrupt electric 
and telephone facilities for days. Thomas E. J. Keena, of the editorial staff 
of the Hartford Courant, has written a very thoughtful, as well as entertain- 
ing, account of how the Connecticut emergency plan works and what the 
Connecticut regulatory commission thinks of it. 


UTILITY EARNINGS AND BUSINESS RECESSIONS 


Stuart W. John of Commonwealth Services, Inc., has written his own reac- 
tion and analysis of an important recent discussion by Herbert J. Flagg, 
executive officer of the New Jersey Board of Public Utility Commissioners. 
Mr. John examines Major Flagg's suggestions about the possible impact 
of business recession on utility earnings sympathetically on the whole, but 
with points of differences which both the regulators and the regulated will 
find very pertinent. 


THE INDUSTRIAL REVOLUTION IN DIXIE 


What has been happening down South, industrially speaking, during the 
past few years? San Francisco's stock exchange members were given an 
opportunity to find out firsthand when the president of Middle South 
Utilities extended to them an invitation to see for themselves. Sidney P. 
Allen, financial editor of the San Francisco Chronicle, was one of the group 
which made the plane trip from California to Arkansas, Mississippi, and 
Louisiana. It is a brisk reporter's account of what was almost literally a 
bird's-eye view of improvements and expansion in the deep South. 


FAIRNESS TO UTILITY CUSTOMERS 

What has happened to regulation of public utilities under the impact of 
two world wars, a world-wide depression, and, more recently, inflation in 
the United States? Have these events alone or in combination changed 
the pattern of regulation from the standpoint of the utility consumer? 
That is the important question discussed in this careful analysis of how 
fairness to utility consumers must be tested by a leading advocate for 
the consumer in rate cases, Joseph Sharfsin of the Philadelphia bar. He 
urges, among other things, stepping up procedure through the adoption of 
pretrial conference methods, more attention to public relations, and 
adherence to business principles. 


* 


A | SO .. . Special financial news, digests, and interpretations of court and com- 
mission decisions, general news happenings, reviews, Washington gossip, 
and other features of interest to public utility regulators, companies, 
executives, financial experts, employees, investors, and others. 
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“There never was in the world two opinions alike.” 


SINCLAIR WEEKS 
Secretary of Commerce. 


Hucu SETOoN WATSON 
British scholar. 


Henry Du Pont 
Vice president, E. I. du Pont de 
Nemours & Company, Inc. 


H. C. SANDERS 
Director, Louisiana State 
University Agricultural 
Extension Service. 


R. H. CoLtLacotr 
Assistant to chairman, Standard 
Oil Company (Ohio). 


Roy J. Diwoxy 
Executive vice president, Pan-Am 
Southern Corporation. 
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“It is realistic to recognize soft spots—it is also realistic 
to recognize all the facts, including the fact that our over- 
all economy is in sound health and has a strong constitution, 
with limitless possibilities for growth.” 


* 


“The notion that it is possible, by vast expenditures of 
dollars, to hand over ready-made to Nigerians, Burmese, 
and Paraguayans a prefabricated Twentieth Century wel- 
fare state plus complete ‘solutions’ of all social problems 
plus an American standard of living is a harmful fantasy.” 


* 


“In these days of advancing technologies no nation can 
remain strong or fulfill its responsibilities before the world 
without a strong and vigorous industry. Our very security 
as a free people is dependent upon our capacity to produce 
and to employ the most modern of industrial techniques.” 


¥ 


“Public relations is not like a frock-tail coat—it can’t be 
put on when you go out and taken off when you come 
in. It must be practiced everyday—by all from the top 
executive to a secretary whose manner in answering the 
telephone will create a favorable or unfavorable im- 
pression.” 


* 


“It behooves the [oil] industry to keep its skirts im- 
maculately clean, to preserve the high degree of competi- 
tion which has characterized it for forty years, to live up 
scrupulously to the responsibilities which its size and im- 
portance have forced upon it. Then, having satisfied these 
conditions, it has a right to look for understanding and 
fair treatment from the society which it serves.” 


* 


“Unlike the electric power industry, our industry has 
not been subject to competition from government-owned 
installations. Unlike the railroads, we have not been ham- 
strung by a multitude of restrictive regulations by the 
Interstate Commerce Commission that still incentive and 
stifle initiative. Unlike agriculture, our industry has not 
had to live under the threat of wide price fluctuations 
caused by mass purchases of sales, of surplus commodities 
by the Federal government.” 
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New Issue 


50,000 Shares 


Kansas Gas and Electric Company 


4.60% Preferred Stock 


(Cumulative, $100 Par Value) 





These securities were placed privately and are not offered for sale. 


This announcement appears as a matter of record only. 





Union Securities Corporation 


November 20, 1953 























CONFIDENTIAL 
SERVICE 
SINCE 1920 


When the problem is producing a superior printing job 
against a rush deadline, the answer is Sorg — specialists 
for over thirty years in financial, corporate and legal 
printing. 

We're equipped to handle design, printing, binding and 
mailing all under one roof. And to further lift the pressure 
from our clients, we're available day and night. 
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REVEREND Epwarp A. KELLER 
Director, Bureau of Economic 
Research, University of 
Notre Dame. 


HERBERT HOOVER 
Former President of the 
United States 


Grorce A. NICHOLSON, JR. 
Watling, Lerchen & Co. 


Rosert L. Hoce 
Executive vice president, American 
Life Convention. 


RALPH J. CoRDINER 
President, General Electric 
Company. 


B. K. WICKSTRUM 
Vice president, Sylvania Electric 
Products, Inc. 
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“The curse of the modern age is oversocialization. Over- 
socialization enevitably leads to collectivism, which is 
nothing else but the unwillingness and eventual inability 
of the individual to think and act for himself; he becomes 
so dependent upon the group that his thinking and acting 
are determined by the leaders of the group.” 


> 


“We hear much criticism of our government and a lot 
of it is justified. No government is perfect, because human 
beings are not perfect. But let me say that despite many 
disheartening things, by and large the ideals of our country 
are still strong. And under our unique American system, 
we have given more opportunities to every boy and girl 
than any other government.” 


> 


“We in the investment business have a job to do in 
resolving doubts in the minds of people whose capital is 
necessary to keep free enterprise healthy. The time has 
arrived to teach more people economics and let them learn 
by investing directly in local industry. There is no need 
to live constantly in fear of Capitalism if we understand 
how the economic system functions and we act as we 
should.” 


¥ 


“It is encouraging to note a trend at the national level 
to promote a demonstration of what private insurance can 
do in areas which many advocates seek to label a govern- 
ment responsibility. More attention is being given to claims 
of private insurance that it can furnish this service. . . . 
It seems to be a sort of probationary attitude. Advocates 
of direct Federal control will be extremely critical of 
what can be done on a voluntary basis.” 


“The combination of a growing population and the 
opportunity to provide it with more and better services 
convinces us we will have to keep moving faster in the 
future than we ever did in the past. It is probable that 
in the next ten years the electrical manufacturing industry 
will have to build as much equipment as it did in the 
preceding seventy-five years. . . . Today in the electrical 
industry we are busy making products that did not exist 
a short twenty-five years ago.” 


¥ 


“Years ago this utility industry was the spearhead of 
electric industry selling. The power companies pioneered, 
opened up new markets, got people together. They were 
the acknowledged sales leaders. They used to hire men to 
ring doorbells to sell vacuum cleaners, washing machines— 
anything that would add some load to their lines. They 
could do that then, when the total consumption was only 
20 or 30 billion kilowatt hours or even less. You can’t do 
that today. The effect would be too small to make any 
substantial contribution to the goal.” 
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DELTA-STAR’S SUBSTATION EXPERIENCE 
te reduce engineering costs — save your time 


Delta-Star has been designing and building sub- 
stations for the nation’s expanding utilities for 
more than 30 years—and many of these stations 
have been repeat orders from companies who are 
more than satisfied with Delta-Star’s resources 
and service. 

DELTA-STAR has the knowledge based on proved 
design and engirteering skill, and has worked out 
a practical standardized system of handling 
which reduces the time required for planning, 
fabrication and shipment to a minimum. 


DELTA-STAR has the facilities. Component parts 


for equipment are in stock ready for assembly. 
Structural steel is accurately cut and punched, 
then hot-dip galvanized under precise control in 
our own shops. Careful checking and marking 
before shipment insures a “‘custom”’ fit. 

Every detail from anchor bolts to switching 
equipment is covered by drawings in the con- 
struction folder for quick and easy erection. 


We shall be happy to consult with you on your 
substation requirements for any voltage rating 
and submit data on design, cost and delivery. 
Contact factory or nearest district office. 


WHEN YOU WANT THE BEST IN HIGH VOLTAGE EQUIPMENT SPECIFY DELTA-STAR 


DELTA-STAR ELECTRIC DIVISION 








H. K. PORTER COMPANY, INC. 
OF PITTSBURGH 
2437 FULTON STREET. CHICAGO 12. ILLINOIS 





DISTRICT OFFICES IN PRINCIPAL CITIES 
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AUTOMATIC ELECTRIC COMPANY 


TO THE MEN RESPONSIBLE FOR 


The roll-top desk—decision-making center 
for old-time business enterprise—was left 
behind in the trend toward mass production 
and mass selling techniques. And with our 
modern business methods came the concept 
of the management team—the idea that a 
group of executives, by sharing responsibil- 
ity, can run a business better. 

Now we see business decisions being 
made and influenced at many different points 
in a single organization. Executives and em- 
ployees working together in different depart- 
ments—often on different floors—even in 
different buildings many miles apart! This 
poses communication problems which con- 
cern alert management in every phase of the 
public utility industry. 


Communication 

















“Which communication system will tie 
my organization together most effectively? 
How can I determine the best system to meet 
the special needs of MY organization?” 

Thousands of organizations, in virtually 
every business . . . of every size and type 

. have solved these problems with P-A-X 
Business Telephone Systems. P-A-X is a 
completely automatic, dial-operated tele- 
phone system that is entirely separate from 
the public telephones, and is used exclusively 
for inside telephone service. P-A-X is owned 
by the user, and can be adapted to his spe- 
cial needs. It may even be equipped to pro- 
vide various Auxiliary Services—making a 
complete, automatic system of internal com- 
munication. 








Comey, 
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—A GREAT NAME IN COMMUNICATIONS 


in American Business 


Several P-A-X users have cooperated with 
us in preparing case studies which show just 
how P-A-X Systems are meeting their par- 
ticular needs. You will probably find that 
one or more of these studies covers problems 
much like yours. We suggest you read the 
descriptions which follow, and have us send 
you the case studies which interest you. 


Improving customer service—Case study 
shows how a compact service organization accel- 
erated customer handling and improved customer 
relations—and realized maximum use of limited 
space through adequate internal communication. 
\sk for BUSINESS TELEPHONE SYSTEM 
REPORT NO. 101. 
a 

Increasing operational efficiency—A leading 
corporation tightened administrative control and 
coordinated operations throughout its scattered, 
multi-building plant. Study describes special com- 
munication problems, shows how they were met 
with P-A-X. Ask for BUSINESS TELEPHONE 
SYSTEM REPORT NO. 104. 


Stepping up executive effectiveness — This 
world-famous company installed a small P-A-X 
System, exclusively for its executive and profes- 
sional staff. Results: better team-work, best use 
of limited executive and professional manpower! 
Ask for BUSINESS TELEPHONE SYSTEM RE- 
PORT NO. 107. 
’ 


Integrating widesvread operations—How a 
P-A-X System, linking administration and field 


activities, streamlines far-flung operations involv- 
ing formidable communication problems. Ask for 
BUSINESS TELEPHONE SYSTEM REPORT 
NO. 102. 


Strengthening system-wide control—Activi- 
ties of an entire organization are coordinated 
through one unified P-A-X System covering sev- 
eral states! Case study covers many unusual prob- 
lems of operational control. Ask for BUSINESS 
TELEPHONE SYSTEM REPORT NO. 105. 


P-A-X Business Telephone Systems are manufac- 
tured by Automatic Electric Company, originator 
of the automatic telephone; P-A-X equipment is 
identical with that used by hundreds of telephone 
companies. For case studies and other information 
call or write Automatic Electric Sales Corporation 
(HAymarket 1-4300), 1033 West Van Buren 
Street, Chicago 7, Illinois. 


business 
telephone 
systems 
A 
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INVESTIGATIONS 

REPORTS 

FINANCING 

ACOUNTING 

TAXES 

INSURANCE 

PENSIONS 

DEPRECIATION 

VALUATIONS 

CONSULTING & DESIGN ENGINEERING 
RATES 

PURCHASING 

INDUSTRIAL & PUBLIC RELATIONS 
ADVERTISING 

GAS CONVERSIONS 


A SOUND RATE STRUCTURE 
is the key to adequate earnings 


Basic economic analyses affecting pricing policy 


Analysis of factors influencing rate design 


Studies involving rate base, cost of money, rate of return 


Preparation and presentation of expert testimony in rate proceedings 


Cost of service analyses 


Continuing research and reports on economic, commercial 
and engineering developments affecting rates 


Rate audits 





Write for our booklet describing our services. 
Address: Commonwealth Services Inc., Department E, 
20 Pine Street, New York 5, N. Y. 


CG OMUMUMM Up C Iv UMMA WHE. 


and subsddaues 


COMMONWEALTH ASSOCIATES INC. 
COMMONWEALTH GAS CONVERSIONS INC. 


20 Pine Shee. New York is NY. 
Gacksn Michigan ‘Wheshingle DO. 
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Develop maximum power 
with LEFFEL hydraulic turbines 


Only time will tell the story of how 
good a hydraulic turbine really is 
—and Leffel turbines are already 
thoroughly time-tested, in scores 
of installations where they have 
been going strong for decades 
without need of repair. 


Leffel turbines are so expertly 
planned, so carefully and precisely 
built that you can be sure of 
trouble-free efficiency for a long, 
long time. Leffel pays special at- 
tention to the conditions under 
which the turbine is to be used, and 
maintains a friendly interest in 
the turbine's performance after 
installation. 


If you have a water power prob- 
lem, entrust it to Leffel's hydraulic 
engineers — real experts in the 


water power field. Put Leffel's 91 


years of hydraulic power experi- 
ence to work for you—now. 


THE JAMES LEFFEL & CO. 


SPRINGFIELD, OHIO, 


DEPARTMENT P @ 
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Now every typist can be a statistical 
typist. Nine keys, built right into the 
keyboard of an IBM Electric Typewriter, 
take the drudgery out of tabular typing, 
make it as fast and effortless as typing 
a business letter. 

The mere touching of the proper deci- 
mal tabular key speeds the carriage auto- 
matically to the correct amount position 
within the column. Each figure lines up 
exactly, with no backspacing, no waste 
hand motion, no lost time. 








Write today for a demonstration or 
illustrated brochure on the IBM Decimal 
Tabulation model to: IBM, Dept. D-4, 
590 Madison Ave., N. Y. 22, N. Y. 


IBM 
€lucthicy Typpounitins 


INTERNATIONAL BUSINESS MACHINES 
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L-N CUSTOM-ENGINEERED 
ELECTRICAL EQUIPMENT 


Regulators Motors 
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Small Motors Switches 
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Lil 


WHEREVER YOU LIVE, you rec- 
ognize this view in Philadelphia, a 
city famed for its historic sites. 
And Philadelphia recognizes the 
Leece-Neville Alternator...it is 
doing a great job there every day on 
cars and trucks of several utilities. 


This is just one of the many places 
where you will find L-N Alternators. 
They’re in Allentown, Amarillo, 
Portland, Montreal and hundreds of 
other city and rural utilities, large 
and small, here and abroad. 


More than seven years of reliable 
performance on thousands of cars 
and trucks has earned this wide ac- 
ceptance of the L-N Alternator as 
a replacement for the conventional 
d.c. generator. 


Because the L-N Alternator delivers 
25 to 40 amperes at curb idle, bat- 
teries stay charged, vehicles keep 
rolling, crews stay on the job. L-N 
Alternators have ample capacity to 


a 





handle a big load of accessories. 
up to 95 amperes on 6 volt system 
to 180 amperes for 12 volt. With t 
L-N Alternator System, two-wa 
radio is surer and clearer. An 
maintenance and operating cos 
are much lower. 


By attaching an L-N Transformer t 
the Alternator, 110 volt power i 
available. Your crews can plug i 
soldering irons, flood lights, electri 
drills and other portable power too! 
Send for special Transformer folde 


You can rely on L-N Alternators t 
go on delivering top performanc 
year after year with only routin 
maintenance. Transferred from cai 
to car, many L-N Alternators hav 
run 500,000 miles and more. 


Be sure to specify L-N Alternator 
on your vehicles. For all the facts 
write The Leece-Neville Co., Cleve 
land 14, Ohio. Custom-Engineere. 
Electrical Equipment Since 1909. 


L-N Alternators 


proved by performance for over 7 years 
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Serving the public 


and industry 
24 hours a day! 






as The Manufacturers Light and Heat Company 
.* United Fuel Gas Company 
The Ohio Fuel Gas Company 
Atlantic Seaboard Corporation 
Amere Gas Utilities Company 
Virginia Gas Distribution Corporation 
Big Marsh Oil Company 
Central Kentucky Natural Gas Company 
Binghamton Gas Works 
Cumberiand and Allegheny Gas Company 
Home Gas Company 
The Keystone Gas Company, Inc. 
Natural Gas Company of West Virginia 
The Preston Oil Company 
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This is not an offering of these Shares for sale, or an offer to buy, or a solicitation of an offer to buy, 
any of such Shares. The offering is made only by the Prospectus. 


800,000 Shares 
Pacific Lighting Corporation 


Common Stock 


(Without Par Value) 


Price $33 per share 


Copies of the Prospectus may be obtained from any of the several under- 
writers only in states in which such underwriters are qualified to act as 
dealers in securities and in which the Prospectus may legally be distributed 


Blyth & Co., Inc. 
Dean Witter & Co. The First Boston Corporation 
Glore, Forgan & Co. | Goldman, Sachs & Co. Harriman Ripley & Co. 
Lehman Brothers Merrill Lynch, Pierce, Fenner & Beane 
Smith, Barney & Co. Stone & Webster Securities Corporation 
White, Weld & Co. Elworthy & Co. W. C. Langley & Co. 
Schwabacher & Co. William R. Staats & Co. A.C. Allyn and Company 
American Securities Corporation A. G. Becker & Co. 


Incorporated 


Brush, Slocumb & Co. Inc. Central Republic Company Hallgarten & Co. 
Hemphill, Noyes & Co. Hill Richards & Co. Lester, Ryons & Co. 
Irving Lundborg & Co. Mitchum, Tully & Co. 


Paine, Webber, Jackson & Curtis Shuman, Agnew & Co. Walston & Co. 


November 17, 1953. 
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New Dodge A 





"57 AVENUE STYLING 


New! Spectacular low-built lines with pick-up 
and panel floors as low as 22 14 inches from the 
ground . . . knee-high for loading ease! Lower 
running boards for easier entry! Lower hood 
for greater visibility! 








rucks... 





New! Great V-8’s and thrifty 6's including the 
most powerful V-8’s of all leading trucks 
with revolutionary hemispherical combustion 
chamber! Available in 1%-, 2-, 2%-ton 
and standard on 234-, 3-, 314-ton! 


with 1 new ‘low work: ‘saving design... 


ee 
e \ 


~ 
= 


New Steering system means easier handling 
me keeps Dodge ahead of the field with the 
sharpest —s of any comparable trucks. 
New, greater slant to steering wheel post! 
New power steering available in 4-ton models! 








New! Full-vision luxury cabs with big one- 
piece windshield! More vision area than in 
any other leading make! New easy-chair seats! 
New cab sealing against dust, drafts! New 
two-tone interior styling! 





help reduce your trucking costs ! 


New! Over 75 features! New, 
low, work-saving, time-saving 
design! New payload in- 
creases! New cab heating 
and ventilation! New styling 
from road to roof! New value 
leader models! New shorter 
conventional tractors, only 
102 inches from front bumper 


New! Even greater values... yet still priced with the lowest! 


MW DODGE 3 


to rear of the cab. New easy- 
shifting transmissions! 


Free book on power! Explains 
the 3 basic kinds of engine 
efficiency . . . and tells what 
they mean to you in power 
and economy! Get your free 
copy at your friendly Dodge 
dealer’s today! 











V-8's 6's 


2 great engine line-ups! 


SEE YOUR FRIENDLY 


DODGE DEALER 


“TRUCKS 
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3 T* { American Water Works Association, Cuban Section, begins meeting, Havana, Cuba, 
1953. 
»e 4 F { American Society of Mechanical Engineers ends annual meeting, New York, N. Y., 
1953. 
5 Ss q Edison Electric Institute, Commercial Electrical Space Daa and Air Conditioning 
Committee, will hold meeting, Canton, Ohio, Dec. 17, 18, 1953. 
{ New England Gas Association, Operating Division, will hold meeting, Boston, ® 
Mass., Jan. 14, 1954. 


Interstate Power Club begins meeting, New York, N. Y., 1953. 


=4 








Eastern Joint Computer Conference-Exhibition begins, Washington, D. C., 1953. 
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i q New England Gas Association begins appliance servicing conference, Boston, Mass., 
L 1953. 
s! 
h § Public Utilities Advertising Association, Region 2, begins annual meeting, Skytop Club, 
10|T 
Pa., 
1 F § Edison Electric Institute, Commercial Cooking and Water Heating Committee, ends 
| 1 2-day mecting, Birmingham, Ala., 1953. 
& 
12 Ss q National Association of Home Builders will hold convention and exposition, Chicago, 
Ill., Jan. 17-21, 1954. 








| American Gas Association will hold home service workshop, Columbus, Ohio, .) 
Jan. 18-20, 1954. 


~” 
= 








Edison Electric Institute-American Gas Association begin accounting employer rela- 
tions meeting, Cleveland, Ohio, 1953 


= 
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Industrial Electrification Council will a national industrial electric heating confer- 
195 





e 
15 Dn ence, Cincinnati, Ohio, Jan. 18-22, 

§ American Water Works Association, New York Section, will hold annual meeting, 
16|W New York, N. Y., Jan. 19, 1954. 





























815 

















Winter Day Scene Up North 
Consumers Power Company's Weadock Plant as seen from the ice-filled 
Saginaw river. 
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Changing Price 


Levels on Rate Making 


Does the Uniform System of Accounts, disregarding the shrinkage in 
dollar value, serve to hide the extent to which new capital is being used 
for replacements rather than expansion? What is going to happen, 
however, when the day of reckoning comes, when the ability of utility 
companies to attract new capital falls under the cloud of shaky investor 
confidence? What then will happen to our facilities for producing elec- 
tric power, our gas reserves, our telephone system? Will they continue 
to grow as the demand requires? What will happen to utility rates? 
These are serious questions discussed by this experienced regulatory 
specialist. 


By ARTHUR H. DEAN* 


OR the most part, the principles 
of public utility rate regulation 
were originated under economic 


*Senior partner, Sullivan & Cromwell, New 
York, New York. For additional personal 
note, see “Pages with the Editors.” This arti- 
cle is a reproduction of an address by Mr. Dean 
before the Section of Public Utility Law of 
the American Bar Association at its annual 
convention in Boston, Massachusetts, on Au- 
gust 25, 1953. It was omitted from the earlier 
collection of addresses on the same program, 
published in Pusiic UTILitres ForTNIGHTLY, 
issues of October 8 and 22, 1953. 


and monetary conditions which dif- 
fered materially from those prevail- 
ing today. They were originated 
when the value of money was objec- 
tively regulated by the gold standard 
so that changes in the purchasing 
power of the dollar alternated in di- 
rection, moving down as well as up, 
and when on the average the value of 
the dollar appeared to remain within 
fairly narrow bounds. Subsequent 
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changes in those conditions include 
abandonment of the gold standard in 
1933; official devaluation of the dollar 
by approximately 40 per cent in terms 
of gold; a progressive and almost con- 
tinuous decline in the purchasing pow- 
er of the dollar since 1933, so that to- 
day based on wholesale commodity 
prices the dollar is worth only about 
40 per cent of its 1933 value and only 
about 50 per cent of its average value 
for the thirty preceding years 1903- 
32 and, based on construction cost 
prices, only about 30 per cent of its 
1933 value and only about 33 per cent 
of its average value for the twenty 
preceding years 1913-32; a more 
than fourfold increase in the quantity 
of money in circulation in the United 
States; a general rise in wage levels 
from about 44 cents per hour in 1933 
to about $1.75 per hour today (as 
measured by all manufacturing indus- 
tries) ; and political and financial and 
economic pressures which would make 
a return to the average price levels of 
the gold standard era highly im- 
probable. 


” view of these changed conditions, 
the rules for rate making, evolved 
in a more stable era, should be critical- 
ly re-examined to determine whether 
or not they are still best calculated to 
achieve the objectives sought to be at- 
tained in regulating the rates charged 
by public utilities. What are those 
objectives ? 

(1) Reasonable prices. This does 
not mean bargain prices, but it means 
as low real (economic) cost of pro- 
duction as is feasible and only a rea- 
sonable margin of profit. 

(2) High quality services and in 
ample quantities. This means that one 
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of the objectives of rate regulation is 
to promote first-class maintenance, 
constant improvement, and steady 
growth of the productive facilities em- 
ployed in producing and furnishing 
electric power, gas, telephone service, 
transportation, etc. ; efficient operation 
and planning of those facilities; and 
courteous and timely service. 

This means that regulation of pub- 
lic utilities should allow them suff- 
cient revenue, after meeting all op- 
erating costs, not only to replace worn- 
out and obsolete equipment, but also 
after paying out a fair return to the 
investor, to accumulate reasonable 
savings to help finance appropriate 
expansion. 

(3) Encouragement of investment. 
Those investors, both stockholders and 
bondholders, who have furnished the 
capital to build and operate public 
utility facilities should be fairly re- 
warded and be accorded equal treat- 
ment, considering degrees of risk, 
with stockholders and bondholders in 
nonregulated industries, so that in- 
vestors will be willing and ready to 
furnish new capital when needed for 
expansion. 


ae eames, it should be borne in 
mind that recourse is had to gov- 
ernmental regulation of public utili- 
ties, not because the objectives are dif- 
ferent in the case of the production of 
electric power, gas, telephone service, 
transportation, etc., than in the case 
of the production of other goods and 
services on which national prosperity 
and individual standards of living 
depend, but because it would be eco- 
nomically wasteful to have in most 
geographical areas two or more sets 
of power plants, pipelines, telephone 
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lines, railway tracks, etc., duplicating 
one another in supplying the market 
for utility services in such areas. Con- 
sequently, assuming efficient service, 
restrictions are placed on the entry 
into such territory by rival suppliers 
in the same field, although, of course, 
competition with other sources of fuel 
and energy generally remain. With 
competition thus to some extent lim- 
ited, a substitute for competition’s au- 
tomatic regulation of production and 
prices is needed. It is for this purpose 
that government regulation of public 
utilities is authorized in the United 
States. 


No: in the light of the objectives 
and justification of public utility 
rate regulation, let us review some of 
the more recent rate cases to see what 
recognition has been given to the 
more than 50 per cent shrinkage in the 
value of the dollar during the past ten 
to twenty years of continuous cur- 
rency inflation. 

As far as Federal regulation is con- 
cerned, no recognition has as yet been 
given to the shrinkage in the value of 
the dollar, and the old rules of measur- 
ing rate base and allowances for 
capital exhaustion by unadjusted 
“original costs” continue to be ap- 
plied. In fixing the rate of return no 
express attempt has been made to 
compensate for the lack of adjust- 


ments in rate base and return figures. 
The Federal Power Commission in 
fact recently reached a low point in 
rate of return allowed, but there are 
signs that the tide may have turned. 

Thus, in the recent Northern Nat- 
ural Gas’ Case, the Federal Power 
Commission fixed an over-all rate of 
54 per cent as a fair return for the 
company to be allowed to earn on the 
“original cost” of its properties. The 
finding appears to have been based al- 
most exclusively on the cost of money 
to the company as shown by experi- 
enced interest costs and price-earnings 
ratios of listed stocks of natural gas 
companies. 

While the U. S. Court of Appeals 
for the Eighth Circuit has (July 20, 
1953) remanded the case to the com- 
mission to set forth more fully its rea- 
sons for fixing that rate of return at 
54 per cent, it does not appear that 
this was because of the commission’s 
failure to give recognition to the 
shrinkage in the value of the dollar, 
but rather because the commission’s 
opinion did not satisfy the court that 
it had considered all the necessary fac- 
tors and properly reached a judgment 
as to rate of return. 


N another recent case before the 
Federal Power Commission, Colo- 
rado Interstate Gas Company,? ques- 
tion was raised in an application for 


e 


has as yet been! given to the shrinkage in the value of the 


q “As far as Federal regulation is concerned, no recognition 


dollar, and the eld rules of measuring rate base and allow- 
ances for capital exhaustion by unadjusted ‘original costs’ 
continue to be applied. In fixing the rate of return no ex- 
press attempt has been made to compensate for the lack of 
adjustments in rate base and return figures.” 
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a rehearing as to the propriety of fix- 
ing the rate of return by current cost 
of capital and applying it to past book 
costs, which were substantially below 
current values. In fixing the rate of 
return the commission had applied the 
cost-of-capital formula, computing the 
cost-of-equity capital from the ratios 
of current dividends or earnings to 
current market values of the respec- 
tive securities, disregarding for this 
purpose their book values or original 
costs. The commission had then ap- 
plied such rate of return to the orig- 
inal cost or book value of the com- 
pany’s investment. 

The company protested, arguing 
that, if the rate of return is to be de- 
termined from current yields on cur- 
rent market values, the base to which 
such rate is applied should likewise be 
measured at current market values in- 
stead of book or original costs. But 
the commission saw no inconsistency 
in its own position, and it dismissed 
the company’s protest, saying, in part, 
that to do what the company suggested 
would be, at least in part, to substitute 
a fair value base in place of original 
cost. 


Sar ypetai the reversal by the court 
of appeals of its decision in the 
Northern Natural Gas Company Case, 
the Federal Power Commission has 
apparently retreated from its position 
in that case. In a recent proceeding in- 
volving the rates of United Fuel Gas 
Company,® the company witnesses 
testified to a need for a rate of return 
of 7 to 7} per cent. The staff of the 
commission presented exhibits on the 
basis of which it contended for a rate 
of return of 6 per cent, based on 
studies of the cost of money to the 


parent of United Fuel Gas. The com- 
mission commented as follows: 


This 6 per cent rate of return, how- 
ever, would make little or no allowance 
beyond the bare-bones cost of money 
to United Fuel and the Columbia Sys- 
tem. Moreover, it would reflect a pe- 
riod during which money market con- 
ditions generally were relatively favor- 
able for the sale of equity securities 
and interest rates on senior securities 
were relatively low. 


After pointing out that interest 
rates had risen perceptibly and the 
uncertainty of the securities markets, 
the commission quoted from the Su- 
preme Court decision in the Bluefield 
Case to the effect that return must be 
determined by the exercise of “fair 
and enlightened judgment” and 
should be “reasonably sufficient to as- 
sure confidence in the financial sound- 
ness of the utility and should be ade- 
quate, under efficient and economical 
management, to maintain and support 
its credit and enable it to raise the 
money necessary for the proper dis- 
charge of its public duties.” The com- 
mission then stated : 


We have never held that our re- 
sponsibilities for determination of the 
fair rate of return can be discharged 
properly through the mere application 
of a strict cost-of-money formula to 
produce the minimum return which 
might be nonconfiscatory .. . 


oun pointing out that return was 
merely an estimate of the differ- 
ence between other estimates of rev- 
enues and expenses and reviewing the 
financial situation and capital needs of 
the system, the commission commend- 
ed the companies involved for having 
“resisted the lure of an undue thinning 
of the equity” and having “maintained 
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In Search of the Constant Dollar Base 


“= the ‘fair value’ states, the requirement that reproduction costs 

must be considered among other factors has tended to make rate 

making somewhat more realistic than in the ‘original cost’ jurisdic- 

tions; but even in purported ‘fair value’ states most commissions have 

been reluctant to admit that capital and return should be measured in 

constant dollars or that the investor is entitled to any increase with re- 
spect to the income from his investment.” 





a conservative capital structure.” The 
commission felt that return should be 
sufficient to encourage continuation of 
this practice, which, it noted, a return 
limited to the bare cost of money 
would not do. The commission then 
concluded as follows: 

While a return equal only to the 
strict historical cost of capital may be 
legally defensible as nonconfiscatory, 
it seems evident, in the circumstances 
of this case, that 6 per cent would 
exceed the cost of capital by so little, 
if at all, as to be less than reasonable. 
We conclude, therefore, that a rate of 
return of 6} per cent is fair and rea- 
sonable in this instance.* 


This same case included a decision 
by the commission on a relatively 
small point in dollars which may be a 
significant straw in the wind in that 
the commission at least recognized to 
some extent the effects and probable 
continuation of the inflation which has 
occurred since 1942. In fixing the 


maintenance costs of an office build- 
ing to be included in operating ex- 
penses the staff of the commission 
urged a figure based on a 10-year aver- 
age. The company objected to this on 
the basis that it failed to take into ac- 
count rising prices. The commission 
resolved the question as follows: 


An item such as that under consid- 
eration might be sensitive to the 
change in price levels which has oc- 
curred between 1942 and 1951, and a 
10-year average, might, therefore, 
tend to penalize United Fuel... 


The commission then fixed the figure 
on the basis of a 5-year average. 


N another Federal jurisdiction, the 
District of Columbia, rejection of 
the idea of making an adjustment for 
change in value of the dollar was made 
very plain by the District commission 
in the matter of Chesapeake & Poto- 
mac Telephone Company.® There the 
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commission declared that it must be 
assumed that investors take inflation 
into account in deciding on the price 
they are willing to pay for a utility 
company’s stock. 

In states that follow the Federal 
practice of allowing commissions to 
measure a utility’s capital investment 
solely by the “original costs” of its 
properties, the situation generally is 
much the same as that experienced in 
the Federal jurisdictions. 

In New York, for example, in Re 
Consolidated Edison Company of 
New York, Inc.,® the New York Pub- 
lic Service Commission, in spite of in- 
flation, ordered the company to reduce 
the rates it charged for electric power. 
The commission measured the com- 
pany’s rate base at the “original cost” 
(mostly prewar) of its properties. 

The company pointed out that, due 
to the shrinkage in the value of the dol- 
lar, the present actual value of its 
properties in their used condition ex- 
ceeded the figures recorded on its 
books as “original cost” ; and the com- 
pany urged that at least no deduction 
from the recorded original costs 
should be made for depreciation in de- 
termining its rate base. But the New 
York commission rejected this plea as 
a “backdoor return” to a discredited 
theory of rate making (1.e., fair value) 
and denounced the company’s pro- 
posal as “utter nonsense, wholly 
anomalous, and . . . a hybrid formula 
for which there is no basis in law or 
in reason.” 


ie Massachusetts, in Re Cambridge 
Electric Light Co.,” the Massachu- 
setts Department of Public Utilities 
similarly rejected a proposal for 
trending “original costs” to present- 


day dollars. It argued that since rate 
of return is drawn from the present 
market, it was justified in applying 
that rate to book investment. Just how 
this conclusion follows from its prem- 
ise is unexplained. 

And, the New Hampshire Supreme 
Court, in Chicopee Manufacturing Co. 
v. Public Service Co.,* has sustained 
that state commission’s rejection of 
any evidence on reproduction costs, 
saying that, in the absence of an ex- 
press statutory requirement, the com- 
mission was not obliged to consider 
reproduction costs. 

Mountain States Telephone & Tele- 
graph Company, in its rate proceeding 
before the Utah Public Service Com- 
mission,® presented evidence show- 
ing that each new telephone installed 
cost approximately $290 in additional 
investment as against an average for 
all telephones in service of $165, and 


further presented evidence that, be- 


cause of the continuous inflation, $165 
invested in stock of American Tele- 
phone and Telegraph Company, the 
parent of Mountain States, in 1940 
had a purchasing power in September 
of 1952 of only $81, a shrinkage of 
real value of approximately 50 per 
cent. The company further contend- 
ed that the provision for depreciation 
based on the prescribed system of ac- 
counts was inadequate in being based 
upon historical cost rather than re- 
placement cost. 


6 he compensate for these apparent 
effects of inflation, one company 
witness proposed a rate of return which 
would allow a one-third increase in the 
dividend and sufficient earnings to 
permit retention of 30 per cent of the 
equity earnings as surplus. A second 
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company witness recommended an ad- 
justment of the annual depreciation 
charge to reflect the “consumption of 
real capital devoted to the business 
which is not covered by conventional 
depreciation charges based on record- 
ed dollar cost.” 


Se Utah commission rejected 
these arguments. The commis- 
sion felt that it would be unfair to cus- 
tomers to allow either of such adjust- 
ments to remedy the allegedly inade- 
quate depreciation since the Federal 
tax laws do not recognize deprecia- 
tion on any basis other than cost and 
consequently the company would have 
to collect $2 from its customers for 
each $1 retained. It further noted 
that the company had not indicated 
acquiescence in similar downward ad- 
justments in the event of deflation 
and that it had not suggested any ne- 
cessity of maintaining the economic 
integrity of the investment of the hold- 
ers of American Telephone and Tele- 
graph Company debentures. As a 
further basis for rejecting the pro- 
posed adjustments, the commission 
noted that 54 per cent of the com- 
pany’s investment in gross plant in 
Utah had been made since 1945 at 
postwar prices and that on a net basis, 
deducting depreciation reserves, the 
proportion of total intrastate plant 
added since 1945 would probably 


e 


greatly exceed 54 per cent. For these 
reasons, the commission adhered to an 
original cost rate base and made no 
adjustment in the charge for deprecia- 
tion or the rate of return allowed. 
Not all the “original cost” states, 
however, have refused to give any 
recognition to the impact of inflation 
on utility earnings. In North Caro- 
lina and California the commissions 
have recognized that application of the 
“original cost” rule in measuring rate 
base in the case of growing utility 
companies causes a dilution of the in- 
terests of the old equity owners. 


N the application of Western Caro- 
lina Telephone Company,” the 
North Carolina Utilities Commission 
observed that additions to either in- 
side or outside plant increased the 
average investment per telephone in 
service and would continue to do so as 
long as existing economic conditions 
prevail. To compensate for this, the 
North Carolina commission, while 
still applying the “original cost” rule, 
measured the rate base by the com- 
pany’s properties as at the end of the 
test year rather than by their average 
for such year.” 

In the matter of Pacific Gas and 
Electric Company,” the California 
Public Utilities Commission took note 
of the fact that the company’s rate of 
return was declining by approximately 


and avoid a sharp increase in rates at a time when such a 


q “To avoid deterioration of utility services in the future 


drastic readjustment might have equally drastic repercus- 
sions, the rules of rate making must be recast into real 
rather than nominal terms in measuring capital, provisions 
for exhaustion of capital, and in fixing the rates for utility 


services.” 
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.18 per cent each year because of the 
installation of new units at higher 
costs than the recorded costs (“‘orig- 
inal” costs) of old units. Having de- 
termined that, on the basis of earn- 
ings-price ratios, 5.55 per cent would 
be a fair rate of return, the Califor- 
nia commission then prescribed a rate 
of return of 5.75 per cent to compen- 
sate for one year’s attrition caused by 
inflation in respect of capital already 
committed to the enterprise. 

Similarly, in Wyoming, another 
“original cost” state, in Re Mountain 
States Teleph. & Teleg. Co.,” the 
Wyoming Public Service Commis- 
sion recognized that inflation had 
created a problem, but declared that 
“the company’s revenue requirements 
can best be adjusted by changing 
the rate of return from time to 
‘time as need be rather than changing 
the formula for establishing a rate 
base.” A similar position has been 
adopted in Wisconsin." 


I* the “fair value” states, the re- 
quirement that reproduction costs 
must be considered among other fac- 
tors has tended to make rate making 
somewhat more realistic than in the 
“original cost’ jurisdictions; but 
even in purported “fair value” states 
most commissions have been reluctant 
to admit that capital and return 
should be measured in constant dollars 
or that the investor is entitled to any 
increase with respect to the income 
from his investment. Consequently, 
even in these states the problems cre- 
ated by currency inflation are far from 
solved. 

In Indiana, purportedly a “fair 
value” state, in the matter of Citizens 
Independent Telephone Company,” 
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the Indiana Public Service Commis- 
sion, without too much regard for the 
problems of the public utility investor, 
declared that reproduction cost was 
too speculative and conjectural to 
merit consideration and thereupon en- 
tered a finding that the “fair value” 
of the company’s property was its orig- 
inal cost less depreciation based on 
original cost. This conclusion was 
reached in the face of a decision by 
the circuit court of Marion county, 
Indiana, just six months before this 
case in Indiana Bell Teleph. Co. v. 
Public Service Commission of In- 
diana,"® in which the court found 
that the Hope Natural Gas Case™ had 
not changed the rule in Indiana that a 
utility is entitled to rates which will 
afford it the opportunity to earn a fair 
return on the fair value of its property 
devoted to the public service and that, 
consequently, valuation is still re- 
quired in Indiana. 


[T° New Jersey, which purports to be 

a “fair value” state although in 
practice it has determined “fair value” 
from “original cost,” evidence relat- 
ing to changed price levels was admit- 
ted in at least two recent cases before 
the New Jersey Department of Public 
Utilities. 

New Jersey Power & Light Com- 
pany introduced in its rate proceeding 
evidence of original cost “adjusted to 
reflect the reduced purchasing power 
of the dollar” which indicated “an 
average upward adjustment of 43 per 
cent,” in measuring its rate base from 
the recorded book cost figures. The 
board of public utility commissioners, 
however, determined the rate base to 
be an amount equal to the unadjusted 
original cost of the properties (less 
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Backdoor Compensation for Inadequate Rate Base 


wed Sone suggestion in some quarters ... that the impact of inflation 
can best be handled through an increase in rate of return, while 
adhering to an original cost rate base, may be theoretically sound but 
it is doubted that it is politically feasible for most state and Federal 
bodies. In order to make adequate adjustment, the percentage rate of 
return would have to be so high that it would seem shocking to news- 
paper-reading consumers who might not understand that it applied to 
an understated rate base.” 





depreciation thereon), justifying such 
finding on the ground that roughly 
one-third of the company’s plant had 
been installed at already inflated prices 
and on the further ground that the 
company’s evidence of present value 
did not merit any weight or any con- 
sideration. This conclusion was af- 
firmed by the New Jersey Supreme 
Court. 


i’ the matter of New Jersey Bell 
Telephone Company,” the company 
introduced evidence of reproduction 
cost. Again, however, the board of 
public utility commissioners deter- 
mined the rate base to be the same as 
the original cost (less depreciation 
thereon) of the company’s properties, 
saying that this was justified by the 
fact that 75 per cent of the company’s 


plant had been installed since 1945 and 
thus already reflected postwar prices. 
On appeal the New Jersey Supreme 
Court affirmed the board’s determina- 
tion, emphasizing that 60 per cent of 
the plant was built in the period 1946 
through 1951 and saying that, while 
this fact was not controlling, it was a 
factor properly to be considered. 


¢ Maryland, Chesapeake & Potomac 
Telephone Company submitted 
evidence showing reproduction costs 
of the company’s plant to be $140,- 
000,000 as compared with original 
costs of $115,000,000. The Maryland 
Public Service Commission thereupon 
entered a finding that for rate base 
purposes the “fair value” of the plant 
was $118,000,000. The company ap- 
pealed to the courts on the grounds 
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that not sufficient weight had been 
given to reproduction costs. The 
Maryland Court of Appeals® sus- 
tained the commission, in limiting the 
adjustment for inflation to only one- 
eighth of the difference between re- 
production costs and original costs, 
saying, although it did not cite the evi- 
dence to support it, that reproduction 
costs were at best conjectural and 
that, if a whole new plant were in- 
stalled today, the higher costs would 
be offset by greater efficiency in op- 
eration. 

It is interesting to note that this 
last argument resembles one advanced 
by William Jennings Bryan in 1893 
in urging the use of reproduction 
costs, when reproduction costs were 
substantially below original costs. 


N Maine, however, when the state 
commission failed to consider re- 
production costs in making its finding 
of the “fair value” of the company’s 
properties for rate base purposes, the 
supreme judicial court of Maine in 
New England Teleph. & Teleg. Co. 
v. Public Utilities Commission of 
Maine,” reversed the commission, 
saying that it was perfectly clear 
the statute required consideration of 
reproduction costs and that alleged in- 
definiteness of reproduction costs was 
no excuse for failing to make the 
proper findings. 

Likewise, in Illinois the courts re- 
proved the Illinois Commerce Com- 
mission for failing to follow the 
statute in giving weight to reproduc- 
tion costs in determining rate base. In 
the Illinois Bell Telephone Company 
Case,™ the commission had adopted a 
rate base which was apparently ar- 
rived at by using original cost as the 
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starting point and adjusting such cost 
upwards in the same ratio that the 
market value of American Telephone 
and Telegraph common stock exceed- 
ed its book value. The original cost of 
the property was $443,000,000 and the 
commission’s finding was that the 
“fair value” was $472,000,000. On 
appeal the supreme court of Illinois 
held that the Illinois statute required 
use of a “fair value” rate base, sus- 
taining the company’s position that the 
commission must give “effective con- 
sideration to current economic condi- 
tions, particularly the current earnings 
of other enterprises and present price 
levels.”** On remand the commission 
found the “fair value” of the com- 
pany’s property to be $586,000,000, 
approximately $100,000,000 higher 
than its previous finding. 


A to rate of return the Illinois com- 


mission had, prior to the com- 
pany’s appeal to the court, found a 
rate determined solely by a cost-of- 
money formula which apparently con- 
sidered the yield only on the securities 
of the company and its parent, Amer- 
ican Telephone and Telegraph Com- 
pany. The supreme court of Illinois 
disapproved such determination of 
rate of return, saying that comparison 
should be made to the earnings avail- 
able on industrial, as well as utility, 
securities, taking into account the 
comparable degree of risk. 

In a subsequent case before the II- 
linois Commerce Commission, in- 
volving The Peoples Gas, Light & 
Coke Company, evidence was submit- 
ted showing the costs (before depre- 
ciation) of the company’s properties 
to be as shown in the table on 
page 827. 
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The commission expressed the view 
that trended original cost always 
overstates reproduction costs, because 
it does not take into account the sav- 
ings which would result from mass re- 
production of the entire plant at one 
time. 

The commission then entered find- 
ings to the effect that the original cost 
of the company’s properties (after de- 
duction for depreciation) was approx- 
imately $143,000,000 and that the re- 
production cost of the same properties 
(after deduction for depreciation) 
was approximately $266,000,000. It 
then found that the “fair value” of 
the company’s properties was $200,- 


? 


ly the Peoples Gas, Light & Coke 
Case the question of computing the 
annual allowance for depreciation in 
measuring return for the test year was 
also raised. On the basis of original 
cost such annual allowance would have 
been about $3,409,000. While ruling 
that depreciation on reproduction cost 
was not allowable, the commission 
stated that it had considered “the 
changes which have occurred in eco- 
nomic conditions, and in the opera- 
tions and plans of the company... ,” 
and that “under the circumstances and 
conditions peculiar to this company, 
the commission has concluded to 
modify the depreciation methods of 
this company to meet its current prob- 
lems.” 


& 


Original cost ........+: ee ececceres $159,000,000 
Trended original cost (1.e., adjusted 


on basis of construction cost in- 


dexes) 


Reproduction cost 


827 
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Thereupon, the commission found 
that the proper annual allowance for 
depreciation to be used in measuring 
return for the test year should be ap- 
proximately $3,970,000. 

It is to be noted that this repre- 
sents an increase of approximately 
163 per cent above the depreciation al- 
lowance computed on the basis of orig- 
inal cost. 


Pr another recent case involving 
Southern Bell Telephone & Tele- 
graph Company, the North Carolina 
Utilities Commission found that “De- 
preciation which is based on original 
cost will not replace property retired. 
Additional capital is required for that 
purpose.” None the less, the commis- 
sion in fixing rates allowed only orig- 
inal cost depreciation as an expense. 
On appeal, the commission was re- 
versed on this point, among others,” 
the court stating: 

In view of the quoted findings of 
the commission, it appears that the 
commission did not allow as an ex- 
pense of operation an amount estimat- 
ed and determined by it to be a de- 
preciation allowance reasonably suffi- 
cient to restore currently the portion 
of capital investment currently con- 
sumed. The court is of the opinion 
that the commission must do so. 


While these Illinois and North 
Carolina decisions may fall short of 
making adequate adjustment for the 
change in the value of the dollar, they 
point the way toward more realistic 


between $354,000,000 and $383,- 
between $322,000,000 and $344,- 
000,000 
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thinking on the subject of rate mak- 
ing under present price levels. 


ag encouraging, however, is a re- 
cent decision of the public service 
commission of Kentucky. In 1952 the 
legislature in Kentucky, apparently 
recognizing the shrinkage in the value 
of the dollar, enacted a statute requir- 
ing that consideration be given to re- 
production costs, among other factors, 
in fixing utility rates. In the matter of 
Union Light, Heat & Power Com- 
pany,”® however, when that company 
applied under the new statute for an 
increase in rates and submitted evi- 
dence showing reproduction cost of 
its properties to be $25,600,000 as 
compared with original cost of $9,- 
500,000, the commission denied the 
company’s application holding that 
the company’s present return was ade- 


quate, since it represented 6.53 per - 


cent on original cost and 2.41 per cent 
on reproduction cost. 


- Pennsylvania, the statute has been 
interpreted to require a considera- 
tion of reproduction costs based upon 
fair average prices of materials, prop- 
erty, and labor. In finding the fair 
value of the Duquesne Light Company 
system, the Pennsylvania Public Util- 
ity Commission rejected 10-year aver- 
ages for the reason that 
Prices have not leveled off onto a 
plateau, but rather have continued to 
increase steadily in the past with no 


foreseeable prospect of decline in the 
relatively near future. 


The Pennsylvania Superior Court re- 
versed the commission on this point,” 
stating that 
The reason given by the commis- 
sion for rejecting the 10-year average 
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price estimates was not valid, since it 
was in direct conflict with the pur- 
pose underlying the use of such aver- 
ages. 


The court felt that 


The obvious purpose of the require- 
ment of “fair average prices” is to 
avoid the use of the high or the low 
prices over a given period, and in this 
way to arrive at a valuation that is 
fair to all interests, both to the utility 
and to the consumer or customer. 


On remand to the commission, the 
commission fixed substantially the 
same fair value of used and useful 
property, after deducting certain items 
the court had held not properly in- 
cludable in a rate base, and that order 
has recently been affirmed.” 

Subsequently, however, the Penn- 
sylvania Superior Court, by affirming 
a rate increase granted Bell Telephone 
Company of Pennsylvania without 
any evidence in the record on 10-year 
average prices,” limited the Duquesne 
Case to requiring consideration of 
such average price studies as are in the 
record. 


¢ Philadelphia v. Pennsylvania 
Public Utility Commission,®* a case 
involving the rates of the Philadel- 
phia streetcar system, the court stat- 
ed, “Where there is a high degree of 
obsolescence so that no responsible 
management would consider the re- 
production of a plant under existing 
circumstances, very little, if any, 
weight should be given to reproduc- 
tion costs.” 

It quoted from an earlier decision 
involving the Pittsburgh street rail- 
way, which in turn had quoted from 
the United States Supreme Court de- 
cision in Market Street Railway Co. v. 
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Heritage of the Abandoned Gold Standard 


— the most part, the principles of public utility rate regulation 
were originated under economic and monetary conditions which 
differed materially from those prevailing today. They were originated 
when the value of money was OBJECTIVELY regulated by the gold 
standard so that changes in the purchasing power of the dollar alter- 
nated in direction, moving down as well as up, and when on the average 
the value of the dollar appeared to remain within fairly narrow bounds.” 





Railroad Commission of California, 
324 US 548, 58 PUR NS 18, as fol- 
lows: 


... Apart from familiar objections to 
the reproduction cost method, no re- 
sponsible person would think of re- 
producing the present plant, consisting 
in substantial part of cable cars and 
obsolete equipment. There is no basis 
for assuming that anyone in the light 
of conditions which prevail in the 
street-surface railroad industry gen- 
erally would consider reproducing 
any street railway system. It was no 
constitutional error to proceed to fix 
a rate in disregard of theoretical re- 
production costs. 


It would not require an undue 
stretch of imagination for later Penn- 
sylvania cases to extend this familiar 
objection to reproduction cost to parts, 
at least, of other utility systems, since 
it can be said with equal force that 
no management would reproduce some 
of the older power and gas plants. 


| appears that the principal reasons 
recurring in the recent decisions, 
for refusing to make any adjustment 
for the impact of inflation are as fol- 
lows : 

Any use of reproduction costs is ob- 
jected to as conjectural and opening 
the door to abuses. It is submitted that 
there are two answers to this difficulty. 
One is that the use of reliable con- 
struction cost indices can greatly sim- 
plify the preparation and critical re- 
view of reproduction cost estimates. 
The second is that suggested by the 
supreme judicial court of Maine, that 
the difficulty of administering justice 
is no excuse for refusing to make the 
attempt." 

A substantial part of utility plant 
in service now has been built since the 
war and consequently there is no need 
to adjust the portion which was built 
in earlier periods. This argument, like 
the Pennsylvania court’s decision on 
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10-year average prices, either assumes, 
contrary to most economic thought on 
the question, that prices will again de- 
cline to prewar levels or else proceeds 
upon the premise that a little confisca- 
tion is all right without suggesting 
that the portion for which no adjust- 
ment is made in any way approaches 
the usual legal principal of de mini- 
mis. 


yy is argued that reproduction cost is 
unfair to the consumer since the 
plant either would not be reproduced 
as it is or, if reproduced, would be 
much more efficient. It seems that this 
is not so much an argument against 
the use of reproduction cost as a fac- 
tor to be taken into account in de- 
termining depreciation. To the extent 
that a plant or system is obsolete, ap- 
propriate provisions should be made 
in the depreciation reserve. 

It is further argued that the in- 
vestor in debt and preferred stock of 
utility companies is not protected 
against inflation and there is no reason 
for regulatory bodies to attempt to 
protect the investor in common stocks 
from the effects of inflation. This 
argument is equivalent to placing the 
holder of a utility common stock in 
the position of a subordinate creditor 
entitled only to a fixed return and 
may at first glance seem persuasive. 
However, a fundamental principle is 
involved. The course followed by the 
United States and most of the states 
assumes that the best results are ob- 
tained by permitting private owner- 
ship of utility companies under regu- 
lation rather than state or municipal 
ownership. If the holder of the com- 
mon stock of a utility company is to 
be treated as other owners of property, 


there can be no justification for con- 
verting his ownership into a mere 
claim for interest and maintenance of 
a dollar principal amount. In a more 
practical vein, this argument also 
ignores the fact that capital must be 
raised and committed in advance and 
there is often a considerable lag be- 
fore the facility to be constructed is 
placed in service and begins to con- 
tribute earning power. The inevitable 
result in periods of expansion is re- 
current dilution of earnings. If the 
investor in utility common stocks is to 
be so treated, utilities may soon have 
difficulty competing in the capital mar- 
kets with revenue bonds, many of 
which have the advantage of tax 
exemption. 


_ suggestion in some quarters, 
notably Wyoming and Wisconsin 
in recent decisions, that the impact of 
inflation can best be handled through 
an increase in rate of return, while 
adhering to an original cost rate base, 
may be theoretically sound but it is 
doubted that it is politically feasible 
for most state and Federal bodies. In 
order to make adequate adjustment, 
the percentage rate of return would 
have to be so high that it would seem 
shocking to newspaper-reading con- 
sumers who might not understand 
that it applied to an understated rate 
base. ; 

The observation by the Utah com- 
mission that the utility had not indi- 
cated it would accept value adjust- 
ments on the downward cycle is little 
more than name calling. It would be 
less than candid to deny that the posi- 
tions of utility managements and con- 
sumer groups would change if the 
cycle should start downward, just as 
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they changed before when the price 
trend started upward, but obviously 
the commission is in a position to see 
to it that proper principles are applied 
consistently, downward as well as up- 
ward. 


A to adjusting provisions for capi- 
tal exhaustion to permit replace- 
ment of the exhausted facility, the 
principal arguments suggested are the 
difficulty of administration, particu- 
larly where replacement may be many 
years away, and the insistence that the 
depreciation charges are simply a 
method of spreading dollar costs over 
the period in which the article is con- 
sumed. As to the difficulty of adminis- 
tration, it does not seem insurmount- 
able, as witness the decision of the 
Illinois Commerce Commission in the 
Peoples Gas, Light & Coke Case. 
Since retirements and replacements in 
a mass of property go on continuously 
over a long period, annual adjust- 
ments of the depreciation charge 
based on an appropriate over-all index 
would appear to be practical and 
would avoid the necessity of having 
to attempt to project possible replace- 
ment prices any distance into the 
future. 

On the second point, theoretical 
arguments as to whether the cost is 


z 


properly expressed in dollars or in 
physical units are endless and futile. 
Viewed in the light of the objectives 
of regulation, and bearing in mind 
that regulation is intended only as a 
substitute for more direct competition 
in other industries, it seems that there 
is little justification for limiting the 
provision for capital exhaustion which 
the management may in good faith 
and the exercise of a reasonable dis- 
cretion choose to make. 

Certainly it would be reasonable 
and prudent for the management to 
make adjustment in its annual pro- 
vision for depreciation at this time to 
enable it to replace the properties be- 
ing exhausted. It would be a simple 
matter for the regulatory body to see 
to it that the increased revenues re- 
sulting from any such adjustment are 
reinvested in property and not paid 
out as dividends. 


l ‘HE principal argument against 
increasing the rate of return to 


allow for the effect of inflation is the 
assertion, found or implicit in the 
Massachusetts and District of Colum- 
bia cases, that the utility common 
stock investor must be held to have 
assumed the risk of inflation and can- 
not now complain that he is being hurt 
by it. Wholly aside from the question 


expressed in dollars or in physical units are endless and 


q “... theoretical arguments as to whether the cost is properly 


futile. Viewed in the light of the objectives of regulation, 
and bearing in mind that regulation is intended only as a 
substitute for more direct competition in other industries, 
it seems that there is little justification for limiting the pro- 
vision for capital exhaustion which the management may in 
good faith and the exercise of a reasonable discretion choose 


to make.” 
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of whether or not the hypothetical in- 
vestor consciously went through any 
such process, it must be remembered 
that more such investors will be 
needed in the future. If no relief is 
afforded now against extreme infla- 
tion, which was certainly not foreseen 
by many ten years ago, will investors 
be willing to continue to assume that 
risk? 

Even from this cursory review of 
recent rate cases it becomes apparent 
that commissions generally, even in 
the “fair value” states, have lost sight 
of the objectives and purpose of public 
utility regulation. They have con- 
tinued to apply habitual formulae for 
rate making without due regard for 
the changes in economic and monetary 
conditions under which those for- 
mulae were originally designed to 
operate. 


a the rule as to determining 
the provision for capital exhaus- 
tion in measuring return (1.e., net 
income before interest charges) ; 
namely, that depreciation charges are 
to be made on the basis of the original 
monetary cost of the depreciable 
property. The objective of making 
such provision is to maintain intact the 
capital assets of the enterprise. This 
means, at minimum, replacing produc- 
tive capacity as it wears out or other- 
wise loses its economic usefulness. To 
the extent that existing productive fa- 
cilities become obsolete due to tech- 
nological improvements that enable 
new facilities of like capacity to pro- 
duce at lower costs, this means also 
adding to productive capacity so that 
the competitive position of the orig- 
inal capital as to earning power will 
be maintained intact. This is what 
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“original cost” as a basis for de- 
termining the provision for capital ex- 
haustion was designed to accomplish; 
and this is what it did accomplish so 
long as economic and monetary condi- 
tions were such that the dollar served 
on the average as a relatively constant 
measure of economic value. 

But now, since the dollar has been 
shrinking in economic value on the 
average during the past twenty years 
by about 4 per cent or more each year, 
continued application of the “original 
cost” rule in determining the provision 
for capital exhaustion produces a 
quite different result from that orig- 
inally intended. Now it limits the pro- 
vision for capital exhaustion to only a 
fractional part of what is needed 
either to replace the worn-out facili- 
ties or to maintain the competitive 
position of the capital invested in the 
enterprise. 


B’ understating the provision for 
depreciation of properties below 
the amount needed to replace or oth- 
erwise maintain intact economic cap- 
ital that has been consumed in the 
course of production, the reported re- 
turn (i.e., net income before interest 
charges) under the Uniform System 
of Accounts overstates the real eco- 
nomic return. Consequently, if the 
other standard rules of rate making 
are applied, limiting the rate of re- 
ported return substantially to the cur- 
rent cost of new capital, the result will 
be that utility services are economical- 
ly underpriced. This would be so even 
if the rate of return, determined by 
current cost of new capital, were ap- 
plied to a rate base measured by re- 
production cost or original cost ad- 
justed for the shrinkage in the value 
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Rewarding the Investor 


¢ ‘ investors, both stockholders and bondholders, who have 

furnished the capital to build and operate public utility facilities 

should be fairly rewarded and be accorded equal treatment, considering 

degrees of risk, with stockholders and bondholders in nonregulated in- 

dustries, so that investors will be willing and ready to furnish new cap- 
ital when needed for expansion.” 





of the dollar; for that would give only 
a fair return on the capital and leave 
nothing over to make good the defi- 
ciency in the provision for capital 
exhaustion. 

Of course, if the rate base is meas- 
ured by unadjusted “original cost,” the 
underpricing of the utility company’s 
product is so much worse. In many 
cases this may mean that electricity, 
gas, telephone service, etc., is being 
furnished to consumers below the ac- 
tual cost of production. In any event, 
it means that such services are being 
furnished below the prices which 
would obtain if those prices were de- 
termined by competitive conditions 
comparable to those existing in non- 
regulated industries. 


A to the other rules of rate making 
—that the rate base should be 
measured by the “original cost” of the 
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utility company’s properties or that 
“original cost” should be considered 
along with reproduction cost in meas- 
uring the “fair value” of the prop- 
erties, and that the rate of return on 
such rate base should be no greater 
than currently being earned on new 
capital—these rules likewise were de- 
signed to operate under conditions 
where the monetary unit would on the 
average remain constant as a measure 
of economic value. Continuing to ap- 
ply these rules under conditions of 
currency inflation or under conditions 
where the current value of the dollar 
is materially less than the dollar value 
employed in measuring the rate base 
results in treating the stockholder as 
if he were merely a secondary creditor 
with only a monetary claim against 
those properties subordinated to that 
of the bondholders. 

These results should be compared 
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with the generally recognized objec- 
tives of government regulation of pub- 
lic utilities. Real objectives include: 


Reasonable prices. 

Fairness to investors. 

Ample supply of service and good 
service. 

Ability to attract new capital. 


AN to prices of utility services, ac- 
cording to price indexes com- 
piled by the U. S. Department of La- 
bor, based on the average of the years 
1935 through 1939 as 100, the gen- 
eral price level as measured by the all 
commodity wholesale price index 
stands today at 205. In contrast the 
gas and electricity component of the 
consumer’s price index stands today 
at approximately 100. And this com- 
pares with the consumer’s index com- 
ponent for other fuels which stands to- 
day at about 200. In other words, the 
prices of gas and electricity have been 
held down at or below their prewar 
level, while the prices of competitive 
fuels have doubled in accord with the 
doubling of the general price level for 
all commodities. 

Of course, technological improve- 
ments in the production of gas and 
electricity might, to some extent, have 
offset the normal rise in prices of 
those services which under free com- 
petitive conditions would have oc- 
curred as our currency depreciated. 
But that hardly accounts for the great 
divergence in price trends indicated by 
these figures between gas and elec- 
tricity on the one hand and all com- 
modities generally on the other, and 
especially other fuels. Moreover, it 
must be remembered that technolog- 
ical improvements have been made in 
the production of other fuels, such 


as coal and oil, as well as in the pro- 
duction of gas and electricity. 

It may then be properly asked : Has 
government regulation of public utili- 
ties succeeded in the objective of 
maintaining reasonable prices and 
services for electric power, gas, etc.? 
If by “reasonable” one means merely 
low, the public utility commissions are 
to be commended. But “reasonable” 
means neither too high nor too low; 
and a test of “reasonableness” should 
be comparison with the prices of com- 
parable commodities of nonregulated 
industries. This test confirms the con- 
clusion that, in continuing to apply the 
rules for rate making without adjust- 
ment for the general shrinkage in the 
value of the dollar, public utility com- 
missions have caused utility services to 
become underpriced. 


N°” what of the objective, fair- 
ness to the investor? According 
to Standard & Poor’s stock price in- 
dexes, an investment of $100 in in- 
dustrial stocks at average market 
prices during the period 1935-39 
would on the average as of April of 
this year (1953) have had a market 
value of about $205 (which after ad- 
justment for shrinkage in the value of 
the dollar would be equivalent to ap- 
proximately 102 per cent of his orig- 
inal investment); whereas a similar 
investment of $100 in utility stocks at 
average market prices during 1935- 
39 would on the average as of April 
of this year have had a market value 
of $122 (which after adjustment for 
shrinkage in the value of the dollar 
would be equivalent to about 61 per 
cent of his original investment). This 
strongly suggests that the underpric- 
ing of public utility services during 
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the past ten to fifteen years resulting 
from failure of commissions to adjust 
their rate-making rules for shrinkage 
in the value of the dollar has passed on 
to consumers not only all of the eco- 
nomic capital which the bondholders 
and preferred stockholders lost as a re- 
sult of currency inflation but also close 
on 40 per cent of the stockholders’ 
economic capital. 


AS yet, this erosion of the utilities’ 
capital has not notably curtailed 
the supply or impaired the quality of 
utilities’ services, although the ab- 
normally low current prices for their 
services has caused current demand to 
outrun the supply, while the expansion 
of facilities has perhaps been retard- 
ed by having to depend almost entirely 
on the raising of new capital from in- 
vestors instead of being able, like in- 
dustrial companies, to finance a sub- 
stantial part of needed plant additions 
out of retained earnings. Because ad- 
verse effects from capital erosion are 
not immediately felt does not, how- 
ever, mean that such erosion will not 
impair, or is not already impairing, the 
future ability of utilities to maintain 
the quality, supply, and timeliness of 
their services. Failure to make ade- 
quate provision for depreciation of 
productive facilities does not ordinar- 
ily affect production until the time 
comes to replace a major portion of a 
company’s plant; and, in the case of 
facilities such as electric power plants 
and gas pipelines having relatively 
long lives, this may not be for many 
vears to come. 

Moreover, as yet utility companies 
have been able to finance the deficits 
in their provisions for replacement of 
worn-out equipment by raising new 


capital. And the Uniform System of 
Accounts, in failing to take account of 
shrinkage in the value of the dollar, 
has helped to hide the extent to which 
new capital is being used for replace- 
ments rather than expansion. 

But these circumstances merely 
postpone the day of reckoning, and 
they should not be viewed as sources 
of comfort. 


A to the ability of the utility com- 
panies to attract new capital— 
which, as already noted, is now neces- 
sary not only for expansion of utility 
facilities but also for maintenance of 
existing facilities — that objective 
would also appear as yet unimpaired 
in spite of the experiences of utility 
investors during the past decade. But 
again, because investors are today still 
willing to buy bonds and to subscribe 
for stocks of utility companies does 
not mean that they have not learned a 
lesson from the past ten or fifteen 
years of currency inflation and the re- 
fusal of regulatory commissions to 
take currency inflation into account 
in fixing utility rates. /Today many 
people think or hope inflation has been 
halted, at least temporarily ; and many 
are looking for some sort of cyclical 
reaction—recession or deflation—for 
a year or two. Bonds therefore are 
relatively popular in spite of the ex- 
periences of bondholders during the 
last twenty years (i.¢., since the 
abandonment of the Gold Standard) ; 
and so are utility company stocks in 
spite of the experiences of utility 
stockholders during the last ten years 
(i.e., since currency inflation got un- 
der way). 

But what will happen when the next 
phase of the business cycle appears to 
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be upwards? Or, in the event that cur- 
rency inflation should show signs of 
resuming its long-term trend? Will 
investors then be so ready to finance 
economic deficits of utilities—their 
underprovision for capital exhaus- 
tion? Or will investors then be in- 
clined to provide capital even for utili- 
ties’ expansion? 

What then will happen to our fa- 
cilities for producing electric power, 
our gas reserves, our telephone sys- 
tem? Will they continue to grow as 


e 


the demand requires? And what then 
will happen to utility rates? 


i Be avoid deterioration of utility 
services in the future and avoid 
a sharp increase in rates at a time 
when such a drastic readjustment 
might have equally drastic repercus- 
sions, the rules of rate making must be 
recast into real rather than nominal 
terms in measuring capital, provisions 
for exhaustion of capital, and in fix- 
ing the rates for utility services. 
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I Am a Utility Bus Driver 


How does the utility bus driver feel about his job? 

What are its good points and bad points? What does 

he look forward to? What does he look back on? 

This article is based on a down-to-earth chat with 

the bus driver by an experienced and entertaining 
writer. 


By HENRY F. UNGER* 


utility transit company and I like 

it. In fact I’ve been a driver for 
a city utility transit company for the 
past twenty-seven years, and honestly 
I can’t complain. There have been 
steady increases in my classification. 
I’ve had my fifteen days of paid vaca- 
tion time each year and fifteen days of 
sick leave and I can retire after 
twenty-five years or when I hit sixty 
years of age under my pension plan. 
Then, too, I can’t count too many 
times that I’ve worked over an 8-hour 
day. 

I hear about the decreased revenues 
of the city transit companies and of 
the swing toward the use of automo- 
biles. That may be but, believe me, my 
company has been on its toes keeping 
the customers happy and improving 
the service. Of course, that means 


I DRIVE a bus for a pretty good sized 


*Professional writer, mow _ resident in 
Phoenix, Arizona. For additional personal 
note, see “Pages with the Editors.” 


that I’m right behind them in this cus- 
tomer attraction business. 

I suppose that I can class myself as 
a typical bus driver for a city utility 
with the same headaches and the same 
joys of any other big city bus driver. 
Out here in the Southwest we drivers 
perhaps have it a little easier in that 
we don’t have to battle snowdrifts and 
blasts of cold that freeze you half to 
death, but then we have the heat. 

I’ve got a couple of grown kids and 
a wife and a pleasant enough home, 
and for the past few years I’ve been 
able to get the 5.25 a.m. to 1.15 P.M. 
shift, which I like best. 


Be poncigiagnipe years ago I start- 
ed out as a streetcar driver. To- 
day they have vanished from the scene 
in this southwest city and busses have 
replaced them. I can still remember 
those rugged days when we half froze 
on the cars. It was only a 5-cent fare 
and at that our present-day fare of 
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10 cents isn’t too bad. There wasn’t 
too much concern then about training. 
I was simply assigned for a few days 
to an old-timer who quickly showed 
me the ropes. I was, without realiz- 
ing it, preparing for my present job of 
taking fares and driving, in those old 
days when I helped out with the driv- 
ing chores. The hand brakes of those 
days, unheard of today in the easy 
driving busses, were a terror for the 
drivers. 

I can vividly see the tremendous 
transition for the better that has taken 
place during my span of driving for a 
utility transit company. It seems like 
night and day. I liked the later model 
streetcars but you can’t beat the mod- 
ern busses. 

When the time came for the switch- 
over from streetcar to bus operation I 
had to learn how to operate the fairly 
tricky gearshift and to learn to know 
the different types of busses. I can see 
the vast difference in the training 
methods today and a customer never 
fears riding with a city bus driver, for 
he is prepared for most emergencies. 


Bren the veteran bus drivers are 
assigned as instructors and give 
the newcomer the most intense train- 
ing possible— at least on my line. 
Newcomers are taken to training area 
where they are taught to handle the 
bus thoroughly. Then with the in- 
structor they are taken over every line 
in the city. 

I can remember when I took over 
the bus line. Routes were changed 
from the old streetcar routes. I re- 
membered, as I do today, the streets by 
certain landmarks. Actually it isn’t 
too difficult if you are familiar with a 
city. I estimate that I will stop every 
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100 yards on a normal trip and make 
about 50 stops on a round trip, which 
I can cover in about forty minutes. 

To me, working for a city transit 
company is a chance to do charitable 
deeds daily and to cheer up scores of 
people who meet you daily. At your 
driver’s seat you are a one-man public 
relations department and it is often 
your disposition that can persuade 
a weakening bus-riding customer to 
continue on the bus tomorrow and the 
day after or switch to his automobile 
—disgusted with the entire bus com- 
pany simply because of a grouchy bus 
driver. We are constantly instructed 
to be cheerful with the customers and 
to be courteous, and that can be done 
in many ways. 

Typical of the problems besetting 
the bus driver is the vexing nuisance 
of a half-empty bus in the rear and a 
jammed-up bus in the front. More 
people can be accommodated but the 
people refuse to move to the rear of 
the bus. I’ve tried to use various 
funny ruses and they’ve worked and 
even produced chuckles. One day I 
had the problem and I stood up, after 
stopping the bus, and in a loud voice 
but yet gentle, said, “I know that you 
people all like me and like to be near 
me and bless all of you. I love you, too, 
but won’t you please move back so that 
others can get on the bus and also be 
near me?” Then on another occasion 
when the problem persisted, I re- 
marked, “Please folks, why not pre- 
tend it’s Sunday and all get to the back 
of the church as usual and leave some 
space in the front?” 


HERE are numerous things that a 
bus driver can do to bolster the 
business and it costs him nothing but 
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a little kindness. I try to do these 
things. It not only makes me feel good 
but the bosses don’t mind either, be- 
lieve me. A cheery “good morning” 
always peps up the grouchy customer. 
I have a regular customer who is an 
arthritic. She has difficulty getting 
about but must make periodic visits to 
town. When I see her waiting at my 
stop, I always get out and give her an 
assist into the bus and escort her to her 
seat. I think this little act has won for 
the company many other customers. 
I’ve actually heard people tell me that 
they were riding the bus because she 
told about the kindness. 


NEVER refuse to help a stranger in 

town. You can generally spot them, 
especially in a tourist town. They’re 
usually looking for a street or for di- 
rections on how to get to the race track. 
My street directory is always handy 
and I dig out the information or keep 
myself posted on the places to which I 
can refer them for more information. 

It’s funny how some people are al- 
ways late for the bus and others are 
always on time. I knew of a waitress 
who though not a constant late comer, 
was frequently rushing to meet the 
bus. It happened that my route took 
me twice around the woman’s home. 
I gave a loud blast on the horn to 


arouse the woman and my next swing 
around the corner, she was rushing to 
the stop—thankful for the assist. 


| in never forget the double-play 
assist I was involved in one rainy 
evening. The rain was coming down 
in sheets and the gutters were over- 
flowing. I stopped my bus at a street 
corner and noticed a young woman 
across the street eager to make my bus 
but unable to practically ford the wa- 
ter in the gutter. At that moment an- 
other bus moved into the flood area. 
The driver talked for a moment with 
the woman, picked her up, and headed 
across the street. He waved at me and 
I deciphered his motions and moved 
the bus into position so that our front 
doors meshed. The two busses stopped 
in the middle of the street, the woman 
stepped from one bus into the other, 
and amid the thankful clapping of the 
customers in my bus, thanked me pro- 
fusely for the extra kind act. 

Just recently a young student 
climbed aboard my bus instead of a 
cross-town bus. When she realized her 
mistake, the girl discovered that she 
was in a completely strange part of 
town. 

Lost and a little worried, the girl 
came to me and told me her problem. 
I stopped the bus and called the trans- 


“. . . working for a city transit company is a chance to 

q do charitable deeds daily and to cheer up scores of people 
who meet you daily. At your driver's seat you are a one- 
man public relations department and it is often your disposi- 
tion that can persuade a weakening bus-riding customer to 
continue on the bus tomorrow and the day after or switch 
to his automobile—disgusted with the entire bus company 
simply because of a grouchy bus driver.” 
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portation division office for a report. 
The superintendent told me to ask the 
girl to wait at a definite spot, and he 
drove out and took her home. I like 
that type of a utility transit company 
operation. 


I HAVE my problems and headaches 

but I solve them from my own ex- 
perience. My busiest hours are from 
7 to 9 in the morning and from 3 to 6 
p.M. when I am on that shift. The 
10 to 2 A.M. hours are the easiest. I’m 
a stickler for the rules and won’t allow 
people beyond the white line. I can 
also remember the guesswork that 
was involved years ago in wondering 
whether people had disembarked from 
the bus. Today’s curved mirrors are 
wonderful. It’s a pleasure now to 
drive a bus. 

There are annoyances aboard the 
bus and I have to solve them tactfully. 
There are the people who are always 
eager to talk with the driver. I try to 
cut them short without insulting them. 
But I have to constantly watch the 
road, keep the change accurate, and 
watch for the customers, and although 
I can handle this task with compara- 
tive ease now it still requires constant 
care. And besides, to follow the com- 
pany’s rules makes for a better opera- 
tion of the line. 

As with all bus drivers the loud- 
speaking and annoying drunkards are 
a problem. As soon as I can I usher 
them from the bus or refuse to permit 
them aboard. If they are really mean, 
I call the police. I had one drunk who 
rode to the end of the line and refused 
to get off the bus. A _ police call 
brought action. 

Three times I’ve been held up at the 
point of a pistol. It’s no joke for that 
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pistol to be stuck in your ribs. We’re 
told to surrender the money and not 
jeopardize our lives. I can remember 
one occasion when the bandit held me 
up while I was rearranging the trolley. 


|S pawns of money can become a 
problem for a bus driver. The 
fare-box machine counts the money 
and I give it a recount at the end of the 
day’s run and if I can’t account for 
any missing maney it is my hard luck 
—unless I have a legitimate reason. 
But it should be that way. I start the 
day off with $5 worth of change and 
never have to change any denomina- 
tions above that amount. If a custom- 
er has only a large bill, he is asked to 
pay his fare later. People are very 
honest, I’ve found. I remember a 
colored girl who had forgotten her 
fare. I let her ride to her destination. 
About three months later, the same 
girl boarded my bus and said, “Don’t 
I owe you some money?” I had for- 
gotten the amount, but she revived my 
memory and paid for the long-due 
fare. Other people are like that, too. 

On our bus line, I collect a 10-cent 
fare when the customer boards the 
bus. He can ride for about 34 miles 
on this price, which is raised in 5-cent 
proportions as he proceeds beyond that 
zone limit. We have no transfer fare 
charge and we sell 25 rides for $1.25 
to schoolchildren. If under twelve 
years of age, children can ride for 5 
cents a ride and only to school. 

I can see the advertising program 
conducted by our advertising depart- 
ment to increase business. It plugs the 
ideas of “ride a bus and eliminate the 
need for parking in town” or “it’s 
cheaper to ride by bus” or “ride a bus 
and save your bumpers.” I’m agreed 
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Looking after the Driver’s Safety 


¥ —- company has at heart the safety of all its workers, especially 

its drivers. For that reason, we have monthly meetings at which 

safety problems are threshed out. Questions are asked and veteran 

instructors give refresher courses to old-time drivers. Movies on safety 
are shown.” 





that these all have merit after wheel- 
ing my big bus around a crowded 
downtown. I’m convinced, however, 
that, although this advertising has 
merit, it is the bus driver, who comes 
into close contact with the customer, 
who sways the customer in a major 
way with his kindness and good 
service. 


N? doubt you’ve seen the bus driver 
board his bus in the morning, 
armed with his little black bag. That 
mysterious bag usually contains his 
transfers, bills, and other bus matters. 
I’ve got to be aboard my bus ten min- 
utes before starting off for the morn- 
ing run and I always eat my lunch on 
the run, which I don’t mind too much 
because I get a respite at the end of 
the line which may be longer or short- 
er, depending on the hour of the day. 

Certain routes are definitely more 
desired than others. When I get the 
route that winds through the southern 
part of my city I encounter railroad 
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tracks, industrial areas, and a lower 
class of people who prove more un- 
ruly. But I find few customers who 
won't respond to a smile and a kind 
word which I always try to give them. 

One of our saddest problems is the 
young student who, traveling with a 
group, will slash seat covers. I can 
only point at the parents for this sadis- 
tic act, and I am sad to report that I 
have had this type of student aboard 
my bus. 


I LIKE the attitude of my company 
officials toward the drivers. We 
have to be clean, sharp, and, if pos- 
sible, without accidents caused by us. 
Our job rating is based on these items. 
I’ve had people dart in front of me. I 
can also recall one evening when I was 
adjusting the trolley during a storm. 
Lightning struck the trolley line, dazed 
me, and burned out the entire electrical 
system in the streetcar. 

I suppose that, as an old streetcar 
driver, I fondly remember some of the 
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good features of that type of trans- 
portation. I can remember, however, 
the great hazards caused by the islands 
in the center of the street. 

Like all jobs, you have to work your 
way to a good job. At first I had to 
work all shifts on the streetcar but I 
won’t regret that because I got to 
know all the routes and it became easy. 
Those were the days when the motor- 
man had to stand exposed to the cold 
winter wind even in the Southwest and 
had to wear a heavy overcoat during 
the early morning hours. 


M? pet peeve, and perhaps the 
same peeve for most bus drivers, 
is the customer who will board your 
bus, ask for information about the lo- 
cation of a street stop. You will ex- 
plain it to him and while you are driv- 
ing he will vanish to the rear of the 
bus and discuss the same topic with a 
passenger who is not at all familiar 
with the area. Even before the bus 
driver can stop him the stranger has 
disembarked at the wrong place. On 
the next round, the same passenger 
boards the bus and sharply scolds me 
for giving him the wrong informa- 
tion. This type of passenger makes 
me swallow my anger. That’s my big- 
gest problem—the problem of being 
able to keep the passenger on the bus 
long enough so that he can reach his 
desired street. 

There is another problem of small 
children boarding busses. I can spot 
these cherubic items right away. They 
see the bus, somehow have some pen- 
nies, and proceed to get aboard. I im- 
mediately question them about their 
destination and whether their mother 
knows about their whereabouts. It 
doesn’t take long before I discover 
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that they are doing wrong. If the child 
lives near by I hurry him home to a 
worried parent. It’s funny, but the 
bus driver has to be driver and parent 
at times. 

There’s that customer that never 
seems to have his change ready and 
that joy to bus drivers—the “regular” 
who knows what to do and has his fare 
ready. Women digging into cavern- 
ous pocketbooks are something to try 
anybody’s patience—particularly dur- 
ing rush hours when I have to urge 
the people to move into the bus hur- 
riedly and yet be gentle about it all and 
then try not to exceed the speed limit. 


| always a joy for me to pick up a 

customer who rolls up in a folding 
chair. One day, I discovered that the 
crippled woman, whom I always carry 
into the bus along with her chair, had 
lost a bolt for the chair. I cruised near 
a hardware store, got the necessary 
bolt, and she was happy. I suppose I 
added another permanent customer to 
the company’s list one day when a per- 
son became suddenly ill in the bus. I 
knew that I was near the hospital and 
so, although I went a little off the 
route, I rushed the bus into the front 
area of the hospital, called for at- 
tendants who carried the person into 
the hospital. My move wasn’t any too 
fast because the person was in a seri- 
ous condition and the hospital trip 
saved his life. 

Our company has at heart the safety 
of all its workers, especially its driv- 
ers. For that reason, we have month- 
ly meetings at which safety problems 
are threshed out. Questions are asked 
and veteran instructors give refresher 
courses to old-time drivers. Movies on 
safety are shown. Perhaps these 
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I AM A UTILITY BUS DRIVER 


safety meetings have something to do 
with my safety award. I have driven 
the city vehicles for eight years with- 
out an accident of my own fault. I 
proudly wear my safety emblem on my 
cap for all to see. 


| geen phase of my work is 
the discovery of unusual items left 
by customers on the bus. I can recall 
vividly a purse left by a woman, which 
contained $1,500 in cash. The wom- 
an’s husband had died and she was 
making a transaction and was excited 
and worried. I turned in the purse and 
the woman claimed it later. There 
have been all types of items left, in- 
cluding false teeth and love letters. 
Particularly interesting was the case 
of a woman who left her purse con- 
taining her necessary papers and $7. 
I found the purse and turned it in as 
usual to the Lost and Found Depart- 
ment. It was some time after this in- 
cident, and no one had claimed the 
purse. I overheard a regular woman 
customer speaking out loud to a friend, 
“T’ve been so blue after losing my 
purse sometime ago when I last went 
to town that I haven’t been to town.” 
She proceeded to reveal what was in 
the purse and I told the woman that 
there was a chance that I had found 
just such a purse. It proved to be the 


woman’s purse and she was extremely 
grateful. 

In my twenty-seven years with the 
city utility transit company I’ve had 
chances to switch jobs but I refused 
because I felt that this was a better 
deal. My pension plan is based on re- 
tirement when I am sixty years old or 
after thirty years’ service. I look for- 
ward to that retirement. 

I’ve enjoyed my work because it is 
clean and because I have a chance to 
see and often meet people and to make 
countless friends. There seems to be 
a constantly changing series of new 
human pictures daily as I make my 
route rounds. I don’t get home ex- 
hausted from a day’s work and I feel 
secure that I will have my job to- 
morrow. 


r experience is the best teacher, I 
can certainly point out that she has 
taught me that I did no wrong in 
hooking up with a city utility transit 
company. It’s a swell outfit to work 
for; it provides a comfortable living 
and, if you are qualified, gives you a 
chance to take exams and advance to 
higher positions. 

Believe me, I’ll continue to be a bus 
driver until I retire. Fact is, I’ll even 
then continue to take a busman’s holi- 
day by riding the busses! 





¢ een has been termed the ‘elixir of life of industry, 

ever renewing its youth and vigor,’ which makes pos- 

sible adjustments to the needs of the times. It is not a question 

as to whether a firm should carry on research work in its 
broadest sense ; not to do so is to gamble with survival.” 

—Excerpt From New England Letter, 

published by the First National Bank 


of Boston. 
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College Boys Are Hired All 
Year Round 


Just now, there is a mad pregraduation rush for the 

young engineers and technicians. But there is also 

an over-the-counter supply. Future “brass” should 

be recruited every month in the year—particularly 
by utility companies. 


By JAMES H. COLLINS* 


s the postwar shortage of engi- 

A neers and other technically 

trained youngsters is felt in 

one business after another, manage- 

ment turns to the colleges and tech- 
nological institutes. 

As a result of this, within the past 
two or three years, there has been 
built up a crush of terrific proportions. 
At one university (Texas) the re- 
cruiting companies were tabulated last 
summer. There were 125 of them 
from February to May, and students 
reported being interviewed from seven 
to twenty-five times, and receiving 
from four to ten job offers. 

Many of the recruiting companies 
have just lately turned to this source 
of technical ability. Including utility 
companies. They have built a peak, 
and others are piling up on it, because 

*Professional writer of business articles, 


now resident in Hollywood, California. 
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it seems to be the right thing to do. 
There is some talk of young tech- 
nicians being hired and put at non- 
technical jobs, until something devel- 
ops for them in engineering. 

“Hoarding engineers” is the term 
for that. 

For these late comers at college 
gates, there is another way of recruit- 
ing future “brass,” called “over-the- 
counter” by employment men of long 
experience with companies that have 
been turning to the colleges for many 
years. 


7 late comers often have very 
modest requirements for technical 
graduates. Some utility companies 
employ one to three engineers per 
hundred employees. Their engineer- 
ing is limited in scope, compared with 
corporations they are competing with, 
so they are handicapped in what they 
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have to offer the young technician. 

These late companies might find suf- 
ficient young technicians by putting 
their recruiting on an all-year basis. 
They would thereby take themselves 
off the peak, and help reduce the panic 
feeling that has got into the technical 
situation. 

Going to college for young tech- 
nicians, and management-blood, is an 
old practice. Some of the largest 
American corporations hit upon the 
idea in days when there were no in- 
dustrial psychologists, no hiring tests, 
no employee relations managers, no 
business administration schools, no 
payroll deductions, and no collective 
bargaining. The handy word “brass” 
was still to come out of a war. 

Management was in the first chap- 
ter of Genesis. 

The idea was to hire the brightest 
seniors, as may be better than the 
bright boy who just came in and asked 
for a job. American business was be- 
ginning to believe that there might be 
something in colleges. 

“Something hidden in the colleges 
—go and find it!’ was the idea, and 
since then the idea itself has been to 
college, and become completely edu- 
cated, as the late recruiters are dis- 
covering. 


© gem it was possible to send a rep- 
resentative to the larger colleges, 
and get groups of seniors together for 
a talk about what the company had to 
offer in the way of jobs and careers. 
There might be a movie, with a ques- 
tion period, and students would be 
hired, coming to work after gradua- 
tion. 

But today the recruiting sergeant 
feels that he has done pretty well if 
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he manages to talk personally with a 
dozen seniors, and this may take days. 
Not only are the colleges and technical 
schools canvassed, but the business 
schools. Students in the social sci- 
ences and liberal arts are considered— 
present-day management can use them 
all, somewhere, or hopes that they will 
develop into something. 

The college boys themselves have 
become well educated in sizing up of- 
fers by the different recruiters, com- 
paring starting pay, kinds of work, 
prospects for advancement. 

Oh, to be a college boy? 

Yes and No. 

It is not as easy for him as it might 
appear. He undergoes tests, may get 
off on the wrong foot in his first job, 
may go through a cut-and-try period 
before he lands in the right job. And 
this is a cut-and-try period for man- 
agement as well. 


eo a local utility company that 
heretofore has always filled its engi- 
neering requirements from applicants 
coming into the employment office. 
Some large construction projects are 
coming up, necessitated by community 
growth. Some young engineers are 
needed. 

The employment office turns to the 
colleges roundabout, and learns some 
of the facts of life. 

“Your starting pay is small com- 
pared with the aircraft, oil, chemical, 
and manufacturing companies,” say 
the engineering seniors. “That might 
not be bad, but you are a local com- 
pany, your engineering is mostly plant 
and transmission line design. We 
want to get into advanced design or 
research. Your job is steady, with se- 
curity, a long life, and a pension—we 
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think a little adventuring around will 
be good for us before we settle down.” 


Pepe the large corporations 
that have been recruiting at the 
colleges for many years, with their 
complete stocks of jobs and careers, to 
suit all tastes, attractively displayed. 

For instance, a regional Bell tele- 
phone company. 

Its college recruiting starts with a 
survey of technological man-power re- 
quirements for five or ten years. It 
has so many technical men today, at 
various stages of advancement. Its 
future needs are plotted by a formula 
that takes into account ages, promo- 
tions, retirements, resignations, 


deaths, and allows for growth—so 
many young technologists to be 
found. 


They will come partly from the col- 
leges, and partly from within the or- 
ganization. College men hired in pre- 
vious years are being advanced, and 
employees who had no college educa- 
tion are being promoted to executive 
positions, often having taken cor- 
respondence or extension courses. 

With a number on a piece of paper, 
the recruiting sergeant starts his round 
of the colleges, so many graduates to 
hire. 

“Last summer was not so bad,” says 
one Bell man. “We got about half as 


e 


many as we needed. It could have been 
worse; the competition was fierce.” 

Telephone recruiters hunt in packs, 
offering a range of employment that 
is discouraging to the lone, inexperi- 
enced company representative, beating 
the academic bushes for the first time. 

There will be the man from the re- 
gional Bell company, offering the 
young engineer work in departments 
that design, build, and operate the ex- 
changes and transmission lines, as well 
as the commercial and accounting de- 
partments. Security and a wide field 
for advancement. 

“T want to get into research,” says 
the student. 

“Applied research — or pure sci- 
ence?” 


7 is a man from the Bell Lab- 
oratories, which employs some 
2,500 scientists and technologists, ap- 
plied and pure. It is one of the oldest 
and largest industrial “labs” in the 
world, with a staff including scientists 
of wide reputation, and achievements 
that are constantly in the news. 

Also, there is a man from the 
Sandia atomic laboratory at Albu- 
querque, one of the country’s most im- 
portant atomic installations, which has 
grown from a small group of Los 
Alamos scientists assigned to special 
work toward war’s end. 


“As the postwar shortage of engineers and other technically 
trained youngsters is felt in one business after another, 
management turns to the colleges and technological insti- 
tutes. Asa result of this, within the past two or three years, 
there has been built up a crush of terrific proportions. At 
one university (Texas) the recruiting companies were tab- 
ulated last summer. There were 125 of them from Feb- 


ruary to May...” 
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Finally, if the student is drawn 
toward manufacturing, with its per- 
sonnel angles, there is a man from 
Western Electric to explain oppor- 
tunities and answer questions. 

When the student makes a decision, 
things begin to toughen up. 

For a telephone job, he will be put 
through a full day’s tests, to gauge 
general qualifications, and his fitness 
for a particular department. Inter- 
views in that department will follow. 
Tests are selected from the large num- 
ber available today, as tools for esti- 
mating various abilities, and inter- 
views disclose personal, social, educa- 
tional, vocational, and other angles. 
They are as much to the advantage of 
the student as the company. 

“What we are looking for is lead- 
ership,” says the Bell man. 

It is here that those famous and 
oversimplified characters come in, the 
Extravert and the Introvert. 

One is identified by his nerve, and 
the other by his tendency to side-step 
the battle of life, and each is rated as 
100 per cent either way — and why 
don’t they try and change their dis- 
positions ? 

But psychologically everybody has 
both attributes, and more, and the ex- 
perienced appraiser of abilities wants 
to put their talents to work, and not 
change them in any way. 


HECKING over the executives in 

any organization that employs 
technical men, it is found that fellows 
with introvert characteristics and edu- 
cation sometimes get into extravert 
departments like selling, production, 
personnel, while some of the extra- 
verts find themselves at home in re- 
search, or in working with research 
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people. Industry has spots for them 
all, and takes endless pains to give 
them scope to find themselves. 

The young technician often has a 
roving streak that determines which 
company he will go with. This has 
been the subject of a government 
study that has interest for the man- 
ager hiring technicians." The young 
physicist, chemist, biologist, and 
scientist goes from job to job, and 
company to company, looking for the 
work he likes, and at which he can 
show results. If necessary, he will 
change from one field to another. But 
when he finds his work, he stays put 
until later years. 

Then, like the Brahmin who has 
met all his family responsibilities, and 
becomes a mystic, the scientist will 
quit a good position to take a teaching 
job, at the kind of pay that goes with 
it. Something in his education turned 
him that way while he was in college. 
Call it idealism, concern for humanity, 
scientific impartiality—whatever it is, 
two-thirds of the scientific men wind 
up that way, according to this govern- 
ment report. 


we college recruiting is said to 
bring in three out of four tech- 
nical youngsters hired by recruiting 
companies, it is expensive, and the ex- 
perienced companies also put great re- 
liance upon over-the-counter appli- 
cants. After all the college turmoil, 
they find as many young graduates 
coming into their employment offices 
as were secured at colleges. 

For they are recruiting all year 
round, and their methods can be rec- 
ommended to utility management and 





1“QOccupational Mobility of Scientists,” Bu- 
reau of Labor, Washington, D. C. 
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Selling Salesmanship on a Higher Level 


é¢ Devens company promotion might well pay more attention to the 

opportunities for future nontechnical ‘brass, picturing the re- 
quirements and opportunities, and counteracting student prejudices 
against fields like selling. Many an undergraduate today, thinking of 
selling as doorbell ringing, will in years to come head up commercial 
departments. All-year-round promotion, more reliance on the over-the- 
counter graduate, and emphasis upon the nontechnical needs for future 
management ... It is a formula worth utility management considera- 

tion.” 





others now affected by the technolog- 
ical man-power shortage. 


H™ is a utility company that has 
just lately felt the technological 
pinch, and gone to the colleges in its 
area. Its requirements for young engi- 
neers are limited, set forth on a mim- 
eographed sheet to be handed to inter- 
ested seniors. Engineering ability can 
be civil, mechanical, electrical, so long 
as it is the background. Much of the 
company’s work is nontechnical. Com- 
mercial and supervisory abilities are 
needed. Getting along with people is 
important. Salaries are good, though 
not comparable with those offered by 
larger companies. Jobs offer security 
and pensions, with group insurance 
during working life. 

This company reports not very sat- 
isfactory results after two summers 
on the campuses. It is hoped that there 
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will be more hirings as the company 
becomes better known to undergradu- 
ates, and as its recruiting methods im- 
prove through experience. 

“That is all about we the company,” 
a sales executive would point out. 
“Nothing about you the customer, the 
young fellow they want to work for 
them, how he is going to get along. 
Wrong sales psychology.” 


¢ ee this beginning effort with 
the advertising of large corpora- 
tions. They go after young technicians 
with all the professionalism of their 
product advertising. The graduating 
engineer and scientist are sought with 
the same skill used in selling their ap- 
pliances, gasoline, or services. 
College papers, technical journals, 
and popular science magazines carry 
their advertising for technicians 
all year round. Their approach is 
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You, the student, your future with 
this company, your basic education 
supplemented by special training, as- 
sociating with scientific men of repu- 
tation, working on the very frontiers 
of progress. 

Illustrated booklets are sent on re- 
quest, going into details of work, op- 
portunities, promotion, living condi- 
tions, answering questions likely to 
arise in the mind of the fellow com- 
paring one company with another. 

A neat touch in sales psychology— 
you get the impression that besides the 
young technician there may be “the 
little woman” reading over the under- 
graduate’s shoulder. Estimates are, 
that about one college student in three 
these days is married. 

Briefly, the college recruiting of the 
large, seasoned corporations is the 
closing period of a sale that has been 
under way all year, and from fresh- 
man days. The newcomer in college 
recruiting, the smaller company that 
has just felt the technological man- 
power pinch, is at a disadvantage in 
not being known. 


1 panage sy do a lot of career ponder- 
ing all through college. Some of 
them matriculate with a definite career 
in mind, and even have a particular 
company in view. They read career 
advertising, send for literature, will 
listen to company representatives at 
times other than the weeks before 
graduation, and will visit plants. They 
like contacts with the working world 
into which they will soon be stepping, 
and the smaller company is on an 
equal footing with the larger ones in 
making itself known. Some technical 
students have decided that the local 
or regional utility companies offer 
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them a satisfactory career. They do 
not expect to be super scientists. Many 
technical jobs entail travel and changes 
of residences. They prefer to stay put, 
and the utility company has this ad- 
vantage. 

When recruiting is keyed to the 
over - the - counter technicians, the 
smaller company can carry on adver- 
tising within its means. The main 
thing is to get it going, slant it with 
sound sales psychology, and keep it 
up steadily. 

The smaller company is at no disad- 
vantage in arranging student contacts, 
such as plant visits, lunches, or buffet 
suppers, for going through plant, or 
hearing talks by company executives. 
These affairs can be scheduled for 
convenient times in college work. 
The student workweek often adds up 
to seventy hours of study and classes. 

The plant visit should be arranged 
and timed for educational value to 
students, as well as to conform to their 
college schedule. It comes most nat- 
urally when new equipment is cut in, 
with technical interest. The company 
can take the occasion to show the na- 
ture of its business, its problems, and 
its need for young executive blood. 
Personal acquaintance is established 
between students and company men, 
giving one foot in the academic door. 


_— individual students to spend 
a day with the company is another 
attractive kind of plant visit, eminent- 
ly workable. Through advertising, or 
student acquaintance, or the faculty, 
individual students are invited, or the 
thing may be made an honor, for 
scholastic standing. The student 
guest is consulted as to which kinds 
of activity he most desires to see. If 
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the college is at a distance, his travel- 
ing expenses can be paid by the com- 
pany. A morning is spent in office de- 
partments, lunch is attended by sev- 
eral executives who can tell things the 
guest wants to ask about, and the 
afternoon may wind up in the field. 

Plant visits, of course, give much 
more direct contacts than are possible 
in the pregraduation recruiting scram- 
ble. They make the company known 
at college, by its character and 
through its management, where in the 
recruiting season it may turn up un- 
known, as just one more company 
among dozens hoping to shanghai a 
few young engineers. 

Somewhat more elaborate are the 
college-company contacts made in re- 
fresher courses, where company peo- 
ple attend special classes held for their 
benefit, or classes and faculty come to 
company plants for discussions. 


Dye for students are another kind of 
contact the company has to offer— 
part-time and vacation employment, 
which fits in with utility construction 
peaks in summer. The undergradu- 
ate working his way through “tech,” 
hustling the important money needed 
for present-day college fees, and sup- 
port, is a shrewd judge of jobs, 
through practical experience. Utility 
work can offer him better pay than 


e 


other vacation employment, plus some- 
thing to learn technically. 

Oh, to be a college boy... ? 

His head might well be turned by 
this ‘‘seller’s market” for his abilities 
and future. But it is keeping level, and 
his first thought is of his future. 


"Pyeng him as a survivor who 
has outlasted many other as- 
pirants who fell by the wayside. He 
matriculated literally as about one in a 
million of American population, girls 
as well as boys, who have the basis for 
a professional education — these are 
educators’ estimates. He has spent 
four years learning to identify, organ- 
ize, and make decisions on facts. Also, 
he has learned to regard an hour as so 
much time from which to wring 
credits. 

He must now decide upon a job, and 
will be hardheaded about it. Salary is 
important, but not the most important 
factor. He is critical of the company 
representative who cannot give him 
facts—recruiters do best on technical 
knowledge, and badly on salesman- 
ship. He has been giving this ques- 
tion of a career a lot of thought all 
along, has read company advertising, 
visited plants, met company people in 
different industries. The heated com- 
petition for his signature on the dotted 
line is something new. He knows that 


“ONCE it was possible to send a representative to the larger 
colleges, and get groups of seniors together for a talk about 
what the company had to offer in the way of jobs and ca- 
reers. There might be a movie, with a question period, and 
students would be hired, coming to work after graduation. 
But today the recruiting sergeant feels that he has done 
pretty well if he manages to talk personally with a dozen 
seniors, and this may take days.” 
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graduates who left college in his fresh- 
man year were not so much in demand. 
And he reasons that there will shortly 
be an increase in young technical stu- 
dents, to change the picture within a 
few years. 

For the utility company, why this 
spotlight on the young technician? 

Who, it is hoped, will grow into a 
good nontechnical department head? 

Engineering achievements are tan- 
gible, can be photographed, dedicated 
with giant scissors cutting ribbons, get 
into the news. 


B™ achievements in the commer- 
cial, financial, or accounting de- 
partments, though equally important 
to a utility company, have little news 
glamor. 
It is the old story of the mathe- 


matics “prof” who complained that, 
“Tf an equation would only blow up 
with a bad smell when I solved it, I’d 
have just as big classes as that chem- 
istry bloke.” 

Utility company promotion might 
well pay more attention to the oppor- 
tunities for future nontechnical 
“brass,” picturing the requirements 
and opportunities, and counteracting 
student prejudices against fields like 
selling. Many an undergraduate to- 
day, thinking of selling as doorbell 
ringing, will in years to come head up 
commercial departments. 

All-year-round promotion, more re- 
liance on the over-the-counter gradu- 
ate, and emphasis upon the nontech- 
nical needs for future management .. . 

It is a formula worth utility man- 
agement consideration. 





Need for Fair Regulation 


of 


‘.. . it should be obvious that for selfish reasons alone, the pub- 


lic, utility companies, and investors should make every effort 
within their power to assure themselves that their respective 
interests are ably and effectively weighed and judged at the com- 
mission level. The nature and modern concept of the function of 
a commission, however, disclose that these interests when ex- 
tended far enough merge into one common theme. That ts, the 
preservation and encouragement of a properly financed and 
healthy utility structure, ably designed to take advantage of 
technological developments in the industry and pricing their 
services at rates which will promote the greatest volume at the 
lowest unit cost consistent with sound economic principles. This 
is the end result at which the public, the company, investor, 
and commission together should aim. Under a sound commis- 
sion, ably staffed and administered, such an end result can be 
achieved. Good regulation contributes much to the welfare of 
the people and the prosperity of the state.” 


Railroad and Utilities Commissioners. 
—EvuGENE S. LOUGHLIN, 
Former president, National Association of 
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End of the Kings River Case 


fe Interior Department voluntarily 
took steps to bring the curtain down 
on the last act of its row with the Fed- 
eral Power Commission, over the is- 
suance of hydroelectric licenses in areas 
earmarked for possible Federal power 
development. This was in the form of a 
request by Secretary McKay to the Jus- 
tice Department to withdraw its fight to 
develop the Kings river basin in Califor- 
nia for irrigation with Federal funds, in 
conflict with hydroelectric licenses issued 
by the FPC to non-Federal parties. 

The whole fight started three years ago 
under the Truman régime when the then 
Secretary of Interior Oscar Chapman 
stepped in to block the issuance of an 
FPC hydro license to the Virginia Elec- 
tric & Power Company to develop a site 
at Roanoke Rapids. This case resulted 
in the unusual spectacle of litigation be- 
tween two agencies of the Federal gov- 
ernment and culminated in a defeat for 
the Interior Department in the United 
States Supreme Court. 

While this Roanoke Rapids Case was 
dragging through the courts, Secretary 
Chapman felt bound, as a matter of con- 
sistency, to contest two other licenses is- 
sued by the Federal Power Commission 
for developments on the Kings river in 
California. These also were brought into 
court, with the Justice Department acting 
as the Interior Department’s legal repre- 
sentative and the Federal Power Com- 
mission battling on its own, along with 
the defendant licensees. 

By the time the Roanoke Case was 
actually decided in the Supreme Court, 
the administration had changed in Wash- 
ington and Eisenhower’s Secretary of In- 
terior McKay was in charge of the de- 
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Washington and the 


Utilities 


partment. Although there were some 
technical points of difference between 
the Roanoke Case and the Kings river 
case, Secretary McKay obviously felt 
that there was little point in fighting on, 
in the latter case, in the light of the Su- 
preme Court’s clear-cut decision in favor 
of the FPC’s paramount licensing au- 
thority in the Roanoke Case. And so, at 
a hearing on November 14th, in San 
Francisco, before the Ninth U. S. Cir- 
cuit Court of Appeals, the Justice De- 
partment asked for dismissal of the In- 
terior Department’s appeal. This appeal 
sought to set aside two FPC licenses. 


_—— to the motion by the Justice De- 
i partment attorney, all parties in the 
case had signed an agreement asking dis- 
missal of the appeal. The parties included 
Interior, the state of California, Fresno 
Irrigation District, Pacific Gas and Elec- 
tric Company, and the California Water 
Authority. An Interior Department 
spokesman said the decision to withdraw 
from the Kings river controversy was 
reached after “extensive” review. 

The position taken under former Sec- 
retary Chapman, striving to favor irri- 
gation over power, was believed to have 
been urged especially by former Reclama- 
tion Commissioner Michael W. Straus. 
The present position of the Interior De- 
partment, it was stated, “is not in sym- 
pathy with the position previously taken 
of the Federal government opposing 
construction by state and other Federal 
agencies or by public individuals of proj- 
ects of this nature.” 

Another concession by the Interior De- 
partment in California, along a some- 
what similar line, involves the project in 
which the Federal government is already 
well established — the Central Valley 
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project. On November 17th a conference 
was called between officials of the Cali- 
fornia Water Project Authority and the 
Interior Department to consider In- 
terior’s proposal for possible state ac- 
quisition of Central Valley. Assistant 
Secretary Aandahl issued the invitations 
to the California officials to meet with 
the Secretaries of the Army, Treasury, 
Interior, and the Director of the Budget 
for further discussion. 


uT the Interior Department is not 

going to sell out at any distress price. 
It has already spent around $400,000,- 
000 of the taxpayers’ money and Califor- 
nia will have to make an offer in that 
neighborhood if it wants to do business. 
The 1951 session of the California legis- 
lature voted an appropriation of $10,- 
000,000 as a token down payment on the 
project. But financing the deal, calling 
for something more than a third of a 
billion from the California taxpayers 
alone, will provide a tough fiscal proposi- 
tion for the Golden state administrators. 

Action on this proposal has so far been 
in the study stage, with several reports 
due to be made. The California state en- 
gineer now finds that state acquisition 
would be feasible. If California really 
means business and wants to buy ata fair 
price on reasonable terms, Interior of- 
ficials will probably be sympathetic. In 
fact, the Eisenhower administration has 
been most co-operative with California, 
considering enactment of the tidelands 
gas and oil law, and the elevation of her 
distinguished native sons to such high 
posts as Vice President, Chief Justice, 
and the Majority Leader of the Senate. 
Political observers believe that this 
friendly relationship between Washing- 
ton, D. C., and California may well have 
paid off in the Republicans’ success in 
the strategic special House of Represent- 
atives election in the twenty-fourth 
congressional district. 

At a meeting held in mid-November, 
the Interior Department offered to trans- 
fer Central Valley, plus Folsom dam, 
but no price was set. The state would 
not have to pay costs allocated to flood 
control, navigation, etc. 
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No Delay on Missouri Basin 
Power Sales 


Se National Rural Electric Co- 
operative Association on November 
10th asked President Eisenhower and 
Interior Secretary McKay to suspend 
any changes in power policy for one year, 
or until affected consumers and mem- 
bers of Congress can study and discuss 
proposed changes. The NRECA plea 
was aimed especially at the Interior De- 
partment’s recent proposal to study Bu- 
reau of Reclamation power under long- 
term contracts to commercial power 
companies and to withdraw support of 
controversial Federal high dam construc- 
tion proposals on the Snake river at 
Hell’s Canyon. 

But a more immediate focal point is 
the application of the Interior Depart- 
ment power-marketing policies in the 
Missouri basin. And if the department 
refuses to delay its plans in that area for 
a year, the NRECA request for an over- 
all holiday on power policy changes is 
unlikely to be successful. 

The Interior Department’s new plans 
for power sales in the Missouri basin will 
go into effect January 1, 1954, despite 
demands for postponement from rural 
co-operatives and their supporters in 
Congress. Senator Murray (Democrat, 
Montana) is the latest public power bloc 
member to complain of Interior’s new 
policy, voicing the contention of the co- 
ops that it will restrict their future ex- 
pansion. 

Assistant Secretary Aandahl assured 
Missouri basin preference customers that 
their contract demands will be met before 
private customers’. Aandahl said the mis- 
understanding, regarding Interior’s new 
policy, originated from “a few ambitious 
individuals working through REA re- 
gional meetings,” adding that Interior 
was “going all-out to care for the needs 
of the preference customers.” 


HE Interior Department is taking 
the position that its new contract 
policy actually gives preference custom- 
ers better security. Aandahl said of the 
Missouri basin “contracts” that they 
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would provide “for the orderly market- 
ing of new . . . low-cost . . . Federal 
hydroelectric power.” He stressed the 
point that “it is not economically ad- 
vantageous or desirable” for the govern- 
ment to operate steam plants in the basin. 

This apparently is to be the depart- 
ment’s answer to questions in certain 
quarters as to where the government will 
stop, in supplying hydroelectric power, 
and at what point private steam plant in- 
vestment will be allowed. Replying to an 
earlier inquiry by the NRECA, Aandahl 
said Clark Hill (Georgia) power plans 
would soon be decided. 

The NRECA petition to the President 
and Secretary McKay was in the form 
of a resolution approved by sixteen 
groups representing REA co-op consum- 
ers. It accused the Interior Depart- 
ment of acting without mandate from 
Congress and forming power-marketing 
policies which “will seriously abridge the 
legal rights” of consumers who are en- 
titled by law to first purchase of federal- 
ly developed power. 

¥ 
Puget Merger Dropped 


HE decision of the directors of the 
Puget Sound Power & Light Com- 
pany to call off its merger agreement 
with Washington Water Power Com- 
pany came as a surprise to both finan- 
cial and political circles. There was a 
mixed reaction. The unanimous vote of 
the Puget Sound directors not only re- 
fused to extend a previous merger 
agreement beyond the deadline of No- 
vember 19th, but also rejected an alterna- 
tive proposal to sell the electric property 
to five state public utility districts. 
The proposed merger with Washing- 
ton Water Power Company had already 
received the blessing of the Washington 
state regulatory commission and would 
probably have been approved by the 
Federal Power Commission. But the 
plan was faced with protracted litigation 
by the public ownership bloc. On the 
other hand, any attempt to negotiate a 
sale with the five public utility districts 
would face an equally tortuous path of 
lawsuits and uncertainty. 
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Puget will “remain in business.” That 
statement by the company’s president, 
Frank McLaughlin, sums up the decision 
of the directors to seek to save the com- 
pany from being ground to pieces by 
opposing programs and litigation from 
both left and right—if it should attempt 
to sell out in either direction. Directors 
of the company apparently feel that 
with a change of the atmosphere in 
Washington, D. C., from one of aggres- 
sive promotion of public ownership to 
one of letting local opinion decide how 
utility services should be operated — 
there is now more security for the Puget 
Sound Company’s continuation as an in- 
dependent investor-owned enterprise. 

Whether local sentiment in the area 
will support the company’s position re- 
mains to be seen. A group of stockhold- 
ers still trying to put through the merger 
over the heads of the Puget Sound direc- 
tors. Five public utility districts, on the 
other hand, faced another expiration 
date on completion of their financing 
program to buy the property, but that 
also was blocked with litigation anyhow. 
Under the law, the districts may still 
seek piecemeal condemnation of the 
properties. The immediate outlook, how- 
ever, is for the present management to 
go ahead with its own efforts to operate 
as an independent utility. 


* 
Niagara Bill Awaited 


F Congress passes legislation next year 
I allowing private utility companies to 
develop additional hydroelectric facilities 
at Niagara Falls, construction can start 
soon afterwards and power will start 
flowing three years later. Earle J. 
Machold, president of Niagara Mohawk 
Power Company, thus summarized the 
plans of his own and four other com- 
panies as they wait for congressional 
decision on the controversial Niagara 
power question. 

Principal leader of the opposition to 
the private companies’ program is Gov- 
ernor Thomas E. Dewey of New York, 
who wants the development handled as 
a public project by New York state. 
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President Receives 50,000,000th 
Telephone 
sp nation’s 50,000,000th telephone 


was presented to President Eisen- 
hower by representatives of the United 
States telephone industry at a brief cere- 
mony held at the White House Novem- 
ber 16th. The President accepted the 
telephone as a symbol of America’s 
world leadership in telephone communi- 
cations. Cleo F. Craig, president of the 
American Telephone and Telegraph 
Company, and Warren B. Clay, presi- 
dent of the United States Independent 
Telephone Association, installed the tele- 
phone at the President’s desk. Rosel H. 
Hyde, chairman of the Federal Com- 
munications Commission, and C. L. 
Doherty, president of the National Asso- 
ciation of Railroad and Utilities Com- 
missioners, also attended the ceremony. 
The telephone is black, trimmed with 
gold, and has the presidential seal in the 
center of the dial. There are 48 gold 
stars around its base. 

Speaking on behalf of the telephone 
industry, Mr. Craig pointed out that 
the responsibility for providing tele- 
phone service to the nation is very widely 
shared and deeply felt. Today, there 
are about 5,300 telephone companies and 
800,000 employees working closely to- 
gether to provide the best telephone serv- 
ice in the world. A scroll, which was 
given to President Eisenhower, states 
that the telephone was born in America 
and in an increasing measure has con- 
tributed to the unity, strength, and prog- 
ress of the nation. The scroll pledges 
anew the determination of the people 
in the telephone industry to serve the 
nation, in peace and war, to the utmost 
of their ability. 
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In addition to ceremonies at the White 
House, the installation of the 50,000,- 
000th telephone was commemorated at a 
dinner in the Hotel Statler in Washing- 
ton, D. C., attended by several hundred 
industry, government, and civic leaders. 
The principal speaker of the evening 


was Postmaster General Arthur E. 
Summerfield. 
The 50,000,000 telephones in the 


United States constitute about 57 per 
cent of telephones in service throughout 
the world. The United Kingdom 
has 5,883,700 ; Canada, 3,346,000 ; West- 
ern Germany, 2,976,953 ; France, 2,644,- 
700; Sweden, 1,889,353; Italy, 1,540,- 
909. 
e 


REA Official Discusses Rural 
Telephone Program 
“to Rural Electrification Adminis- 

tration is encouraging private tele- 
phone companies to assume more re- 
sponsibility for the job of providing tele- 
phone service in rural areas. The latest 
indication of this policy was contained 
in an address by W. C. Weitzell, chief 
of REA’s telephone operations and loans 
division, to the Alabama- Mississippi In- 
dependent Telephone Association in Bir- 
mingham, Alabama, last month. 

“We realize that we must have the co- 
operation of the entire telephone indus- 
try in order to accomplish the program 
which we are charged with carrying out,” 
Weitzell said. “In the first place, all of 
you realize better than I that a telephone 
system cannot be an isolated operation. 
In order to serve the public it must be 
connected with other telephone systems 
and with nation- and even world-wide 
service, and to obtain satisfactory con- 
necting company agreements, the small 
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independent companies and co-operatives 
must have the good will and co-operation 
of the larger companies. Extended area 
service and operator assistance agree- 
ments are other examples of the neces- 
sity for complete understanding and co- 
operation between the telephone com- 
panies that will serve adjacent areas.” 

Weitzell said the changes that have 
been made within the past few months in 
REA policy and procedures have been 
changes in emphasis toward a more prac- 
tical approach rather than a change in di- 
rection. An effort has been made to bring 
policies and procedures more in line with 
practical business methods. In the case 
of area coverage requirements, for ex- 
ample, REA now believes that its bor- 
rowers should not be obligated to serve 
everybody within an arbitrary boundary 
regardless of cost. Consequently, REA’s 
policy is to limit the areas to be served to 
those which can be reached at reasonable 
costs and at reasonable rates. 


LS fe respect to construction stand- 
ards, Weitzell said some people 
“have been misled to believe that our 
construction standards are too high,” al- 
though he admitted that some systems 
financed by REA have been built on the 
basis of standards much higher than can 
be justified. He noted that steps have re- 
cently been taken by Assistant Adminis- 
trator O’Shaughnessy to make sure that 
the systems financed by REA are con- 
structed in accordance with minimum 
standards. “We shall not permit, without 
adequate justification, the financing of 
systems to be constructed substantially 
above our minimum standards,” Weit- 
zell said, and expressed the hope that 
such a policy would contribute to the 
possibility of lower subscriber rates and 
the extension of service to more sub- 
scribers than would otherwise be possible. 

REA intends to give more emphasis 
to the possibility of retaining reasonably 
good plant in order to reduce the over- 
all costs of production. Weitzell said the 
agency realizes that in many instances 
existing plant may have five or ten years 
of additional life and that to eliminate 
and completely replace such plant would 
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be a waste. He also suggested the pos- 
sibility of cutting down right-of-way 
costs, clearing costs, and maintenance 
costs by encouraging the maximum 
amount of joint use with electric com- 
panies. 

One of the most serious problems 
REA has run up against in an effort to 
obtain lower costs has been the difficulty 
in obtaining extended area service con- 
tracts or agreements. While some highly 
impractical ideas have been offered as to 
how widely extended area service can be 
provided feasibly, REA recognizes that 
there are situations and locations where 
such service is justified and should be 
provided. This has been a long-standing 
problem, particularly in so far as the in- 
dependent telephone industry is con- 
cerned, Although REA has worked with 
the United States Independent Tele- 
phone Association and with the Bell sys- 
tem, no standard agreement has yet been 
reached on which extended area service 
will be provided. REA tends to feel that 
some of the larger connecting companies 
overemphasize their costs of providing 
such service and to underemphasize the 
value of such service to the subscribers in 
the larger exchanges. 


74 W: have made considerable prog- 
ress in arriving at mutual un- 
derstandings between some of the inde- 
pendent and Bell companies,” Weitzell 
said, “but considerable progress has yet 
to be made before we can go ahead with 
the planning of rural telephone systems 
without long delays and arguments over 
the cost of providing extended area serv- 
ice. Up to now we have sometimes had 
these delays and arguments even in those 
instances where all are agreed that a com- 
munity of interest exists which should 
be served. Even more disturbing is the 
difficulty in obtaining standard toll agree- 
ments in some instances,” he continued. 
“It would appear that at least this type 
of service can be standardized, and 
should be, in order that agreements can 
be provided promptly and without addi- 
tional charges over and above those 
normally recognized by the industry.” 
The criticism that has been leveled 
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against the REA telephone program dur- 
ing the last three years has in some in- 
stances been justified, Weitzell admitted, 
but added that much of it has been the 
result of misunderstanding and a failure 
to agree on objectives and how to ob- 
tain them. It has been charged that the 
program was inefficient and impractical, 
and that REA aims to control its bor- 
rowers to the extent of eliminating their 
identity and their character as business 
enterprises. REA’s acquisition policy has 
also been under attack on grounds that 
it was improperly handled, that equity 
should not be required, or that REA 
should require more, and that the agency 
was providing unfair competition in vari- 
ous respects. 


EITZELL noted that the loan con- 

tract stipulates the extent to which 
REA has control over its borrowers and 
that REA rarely interferes if the bor- 
rower’s quarterly reports show he is op- 
erating efficiently and indicate that 
REA’s loan security is being adequately 
protected. Nothing would make REA 
happier than to have its loans handled 
in such a way as to require absolutely no 
attention from REA, Weitzell said, and 
added that the fear that REA desires to 
obtain control of the independent tele- 
phone industry through foreclosure “is 
so impossible as to be almost ridiculous.” 
He pointed out that the law provides that 
REA, even in foreclosure proceedings, 
cannot hold and operate a property long- 
er than five years. To date, REA has not 
operated an electric or a telephone bor- 
rower’s system for even a short period 
of time. 

There has been some uneasiness in the 
telephone industry over alleged REA en- 
couragement to co-operatives to obtain 
control of independent companies. Weit- 
zell stressed again the desire of REA to 
see existing companies do the rural tele- 
phone job wherever possible. But he re- 
minded his audience that rural telephone 
service to farmers cannot be provided ex- 
cept with the towns and community cen- 
ters as the core of such systems. “In a 
great many cases throughout the South, 
it will be necessary for both existing 


commercial companies and co-operatives 
to acquire and consolidate small existing 
systems in order to establish efficient op- 
erating enterprises,” he stated. “We are 
attempting to treat all acquisitions in a 
most careful manner. Our appraisals, we 
feel, are conservative, and we shall not 
loan money for acquisitions in excess of 
the amount indicated by our appraisals 
to be justified. A careful record of the 
acquisition prices approved by REA and 
those paid by other companies for similar 
acquisitions indicates that our appraisals 
have not been out of line with those being 
paid by other companies.” 


EA has modified its equity policy in 
an effort to bring the requirements 
for commercial companies more nearly in 
line with the requirements for co-opera- 
tives, Weitzell revealed. He said REA 
feels that commercial companies should 
invest “earnest money” in order to in- 
dicate that they are willing to share the 
risks which are necessarily involved in 
the financing of any business enterprise. 
In any event, REA’s equity requirements 
are more or less nominal when compared 
to the requirements of most credit agen- 
cies, he declared. 

REA believes that telephone associa- 
tions can provide invaluable assistance to 
their members in building well-managed 
business enterprises. Weitzell suggested 
that such associations assist borrowers 
in planning and preparing their applica- 
tions for REA loans. An association of 
borrowers might provide smaller organi- 
zations with management and accounting 
assistance, along with certain technical 
assistance for handling the various 
phases of their operations. He empha- 
sized that REA will be able to provide 
only a limited amount of technical guid- 
ance and assistance to borrowers and 
will welcome any help it can get in 
building well-managed business enter- 
prises at the same time the agency is 
building systems. 

“Tf we don’t build in this way,” Weit- 
zell concluded, “I am fearful that we 
will not have management capable of tak- 
ing care of and operating the systems 
which we are financing.” 
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1951-52 Electric Utility Earnings 
Below 6 Per Cent (FPC) 


HE Federal Power Commission’s 

1952 “Statistics of Electric Utili- 
ties” (privately owned class A and B 
companies) contains some interesting 
charts showing trends over the past dec- 
ade, two of which we reproduce. 

The chart on page 859, entitled “Util- 
ity Operating Income Per Cent of Aver- 
age Net Utility Investment,” shows that 
while the electric utilities earned nearly 
7 per cent on their investment in 1945-46, 
the rate of return dropped to around 6 
per cent during 1948-50 and in the two 
following years sagged below the 6 per 
cent level. The average net utility invest- 
ment, in the FPC chart, is gross utility 
plant less reserves for depreciation and 
amortization plus working capital. This 
seems to explain why many utilities have 
received rate increases over the past two 
years. 

Only ultraconservative New England 
appears to be holding out against this 
trend, as illustrated by the recent nig- 
gardly increase granted Central Maine 
Power Company. (See “The March of 
Events,” page 872.) 

The other chart (page 860), entitled 
“Common Dividends,” shows that earn- 
ings available for common stock, as a 
percentage of the common stock equity, 
recovered to slightly over 10 per cent in 
1952 though the ratio is still below the 
levels of 1946-47 and 1949-50. Common 
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Financial News 
and Comment 


By OWEN ELY 


dividends as a percentage of common 
equity have remained around 7.4 per cent 
in recent years. While there were a num- 
ber of increases in dividend rates in 
1952, payments in the aggregate just 
about kept pace with the increase in the 
common stock equity. 


> 


Atomic Power Costs—the AEC 
Versus the Utilities 


| teen time to time in this department 
we have commented on the difficul- 
ties of gauging the cost of producing 
electricity through the use of power 
reactors, fueled by fissionable uranium. 
Five teams representing pairs of utility 
and industrial companies have been 
working on the problem of atomic power 
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and the cost accounting connected with 
it, and the industry had apparently hoped 
that it would be permitted to obtain rea- 
sonable access to classified information 
on atomic reactors and that it could soon 
proceed to build pilot plants for the pro- 
duction of electricity on a commercial 
basis. 


uT now the AEC has given Westing- 
house Electric a contract to build a 
large reactor (indicated capacity about 
60,000 kilowatts) for the specific purpose 
of producing electric power. At the re- 
cent atomic energy conference of the Na- 
tional Industrial Conference Board, 


representatives of industry had again 
urged that private industry be given a 
chance to build and operate reactors. 
However, Representative Holifield (a 
Democratic member of the Joint Energy 
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Committee) said that he opposed any 
amendments to the Atomic Energy Act 
that “would alter the basic concept of 
government responsibility.” He stressed 
the fact that we are largely dependent on 
receipts of uranium ore from abroad for 
full-scale operation of the present pro- 
gram and held that if the law were 
changed so as to benefit private industry, 
foreign nations might be less inclined to 
co-operate. He also argued that the utility 
industry has not yet made any definite 
plan to provide the large amounts of 
capital necessary to construct a plant. 


. Energy Commissioner Eu- 
gene M. Zuckert pointed out that 
European countries are designing or 
building at least fifteen atomic reactors 
and implied that speed is essential if the 
U. S. is to maintain leadership in atomic 
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development of power. He said the com- 
mission believed a change in the Atomic 
Energy Act is required before private 
capital could enter the field. 


ie would seem, however, that the gov- 
ernment’s decision to build a plant is 
somewhat unfavorable for the private 
utilities. The government will enjoy the 
same financial advantages in this new 
field which it does in the development of 
hydro power; i.e., relief from Federal 
income taxes and plentiful capital at low 
cost. 

Fuel is less than one-fifth of the 
over-all cost of providing electric power 
to consumers, while taxes and cost of 
capital together make up over half the 
total, The savings which the government 
could effect in the latter items might well 
be exploited for the benefit of public 
power by selling atomic energy at very 
low rates, below those which investor- 
owned utilities could afford. 

However, the new government plant 
will doubtless help solve the question as 


to how cheaply electricity can be pro- 
duced from fissionable material, purely 
on an operating cost basis. The problem 
here is whether the probable increase in 
maintenance and other operating costs 
will more than outweigh the advantage 
of an extremely cheap fuel. 

But of course the cheapness of the fuel 
might depend largely on the sale of plu- 
tonium or other by-products to the De- 
fense Department for use in the making 
of bombs. 


Mt recently, the AEC is reported 
(by The New York Times) to be 
drafting a series of proposed amend- 
ments to the Atomic Energy Act to pro- 
mote the participation of private indus- 
try, by (1) enabling industry to own or 
rent fissionable material, and to own and 
operate power reactors under proper 
controls ; (2) revising the rigid and elab- 
orate “clearance” requirements for com- 
mon labor on atomic energy projects, 
which now takes about three months; 
and (3) liberalizing the patent system. 
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Putting “Fair Value” into the 
Balance Sheet 


O= of the electric-gas utilities which 
operates in a “fair value” state is 
considering the adjustment of its balance 
sheet to a fair value basis, as per the 
accompanying illustrative table. So far 
as we know, this is the first example 
where such an adjustment has been car- 
ried through to common stock equity, 
though doubtless many estimates have ap- 
peared in rate cases in connection with 
rate base exhibits. 

The company’s common stock is sell- 
ing in excess of the “fair value” book 
figure. 

* 


The Heat Pump “Takes Hold” 
In the South 


( ELectric and other compa- 
nies are spending large amounts to- 
ward the commercial development of the 
heat pump, and within a few years this 
appliance may become an established ad- 
junct of “gracious living,” particularly 
because of the growing popularity of 


air conditioning. Major problems are the 
heavy initial cost, and the difficulty of 
competing economically with gas heating, 
especially where there is no convenient 
supply of ground water and the “air-to- 
air” method of transferring heat must be 
used. 

Naturally, the South furnishes the 
best climate for its use, and Florida 
Power Corporation has pioneered in its 
installation. Several pumps were first in- 
stalled in company offices in 1946, and 
since 1948 annual installations have 
steadily increased, with 57 (39 commer- 
cial and 18 residential) added in the first 
half of 1953—more than in the entire 
year 1952. 

There are now more than 159 
installations in the company’s area with 
a demand capacity of nearly 2,100 kilo- 
watts. (The average commercial job has 
about 17 kilowatts ; residential 5.) 


(.” C. HALL, supervisor of the air- 

conditioning department of Florida 
Power, has compared the relative merits 
of electric space heating and the heat 
pump, in an actual St. Petersburg resi- 
dence, as follows: 


FAIR VALUE BALANCE SHEET AS OF JUNE 30, 1953 


U ar Plant 
ri 


Binal COS ...ccccccsccccccccevcsccees 
Excess of fair value new over original cost 


Utility plant at fair value new ........ 


Depreciation Reserve 


Collected from customers .............02: 
Contributed by shareholders .............. 


Total fair value depreciation reserve 


Common Shareholders’ Equity 
Stated value common shares outstanding 


SPER Re 
Premium on preferred shares ............ 


Excess fair value over original cost ....... 
Less depreciation reserve contributed by shareholders .. 


Hedeensnicoe $80,431,539 
pe esereseces 31,504,186 
seesesoewes $111,935,725 
eorereres $15,800,533 
pcceseseies 6,026,756 
jeeeeeeeces $ 21,827,289 
iieeennenes $19,040,030 
cealeeaadonan 8,321,553 
rere 32,394 
$ 27,393,977 
peonnkees $31,504,186 
6,026,756 
$ 25,477,430 
cewedknees $ 52,871,407 
$enndvoe ive $27.77 
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Resistance 
Type Heat 
Heaters Pump 
Demand Capacity .. 15.25KW 3.75KW 
Annual Revenue for 
Tere $90 $ 25 
Annual Revenue for 
ers —— $127 
Total Revenue . $152 
Revenue Per Kilo- 
watt of Demand . $ 6 $ 43 


He estimated that the heat pump would 
have a year-round load factor of about 
30 per cent, being used for either heating 
or cooling about seven hours a day on the 
average. Heat pumps are being installed 
in 10 schoolhouses in Pinellas county, 
with a total capacity of 1,655 kilowatts. 
Six of the 10 schools have been in opera- 
tion for a full year with very satisfactory 
results. Building contractors are becom- 
ing interested, and one recently sold 9 
homes (in the $15-$29,000 price range) 
equipped with heat pumps and has now 
ordered 25 more. 


RESIDENT W. J. Clapp of Florida 
Power Corporation writes us as fol- 
lows : 

We feel that electric heating in some 
form is going to be a load that we have 
to contend with, whether we like it or 
not. This is especially true here in 
Florida, where we need a relatively 
small amount of heat. . . . From the 
standpoint of summer use for cooling, 
we are not too much concerned about 
the additional load. These loads do 
bring on the necessity for additional 
distribution facilities, but no more so 
than were brought on when the high 
rate of electric range saturation started 
taking place. 

Among our commercial customers 
we have already had to provide dis- 
tribution facilities for summertime air 
conditioning. The use of this same 
equipment for heating in the winter 
won't cause us too much concern in 
so far as distribution facilities are con- 
cerned ; however, a general application 
of the heat pump among commercial 
customers would naturally affect our 
winter system peak. We feel, however, 
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that there will be a very good diversity 
in this type of load, and since the heat- 
ing of most commercial establishments 
will not go on our night peaks, we 
don’t think that the over-all burden will 
be too great. For instance, the heating 
of the schools (referred to above) 
won't concern us on our annual peak at 
all... . The experience we have gained 
has proven that the heat pump is ideal 
from the standpoint of the customer 
here in Florida. Provided it has proper 
application and control, we know it will 
work out from the standpoint of over- 
all economic load for our company. 


| ppemsennng ENT of the heat pump may 
prove a national phenomenon paral- 
leling the surge in air conditioning. Ten 
manufacturers already are making pumps 
and about an equal number are consider- 
ing entering the field. A window unit 
heat pump is now being developed com- 
parable to the conventional window cool- 
ing units in appearance and size, and 
several leading manufacturers have indi- 
cated that a large part of their production 
facilities will be devoted to this new de- 
vice. Some of the utility companies have 
been somewhat apprehensive about the 
growing use of resistance heaters—the 
heat pump appears to be the answer. 
While it may not gain full acceptance in 
the North, except with some form of 
auxiliary heating for very cold days, 
nevertheless the year-round load factor 
is a substantial point in its favor. If and 
when the utilities ever find themselves 
with excess capacity, this might prove 
to be the answer. 


* 


Use of “Fair Value” in Rate Base 
Gaining 

HE 17-page report of the NARUC 

Committee on Valuation, issued in 
September, makes interesting reading. 
(See excerpts on pages 800-801, Novem- 
ber 19th FortNiGHTLY.) In connection 
with a general discussion of inflationary 
trends, the report points out that the cost 
of long-term financing in the first half 
of 1953 averaged about 3.60 per cent for 
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10 bond issues having Moody ratings of 
Aaa and Aa, compared with an average 
cost 2.75 per cent for 18 similar issues 
in 1950. Thus there has been an increase 
of some 40 per cent in the cost of senior 
financing—in addition to the increase in 
the cost of new construction itself—thus 
producing a compound effect. 


AND COMMENT 


Another interesting point brought out 
in the report is the gradual increase in 
the ranks of the so-called “fair value” 
states (as distinguished from original 
cost) during the past year or so. In sev- 
eral states, such as Illinois, the commis- 
sions have been instructed by their courts 
to use “fair value.” 





= 
ELECTRIC UTILITY STATISTICS AND RATIOS 
Per Cent Increase 


Latest Latest Latest Latest 
Unit Month 12Mos. Month 12 Mos. 

Operating Statistics (September) 

Output KWH—Total ............. Bill. KWH 37.0 434.4 11% 11% 
Hydro-generated ... i 7.6 — 3 ~- 
Steam-generated . 29.4 -- 13 — 

| ri: Sa See Mill. KW 87.6 —_— — 11 

Peak Load (August) ............. " 74.3 — 11 —_— 

NG SE ok rcitecucueavacndwes Mill. Tons 9.7 _- 10 -- 
MOE i ere cadets a eed Rk Nal Mill. MCF 105.3 _ 9 - 
| RE ree Mill. Bbls. 6.2 — 2 — 

2 ea eee Mill. Tons 45.5 - 6 — 

Customers, Sales, Revenues, and Plant (August) 

KWH Sales—Residential .......... Bill. KWH 5.5 69 12% 12% 

Commercial ......... . 4.9 52 8 8 

ee ee 13.0 152 12 11 

Total, Incl. Misc. .... . 30.3 354 9 9 
Customers—Residential ............ Mill. 31.8 — 4 4 
Commercial ........... #8 4.5 — 2 2 
Ree " 5 — 2 2 

Total, Incl. Others .... ” 39.1 — 3 3 

Income Account—Summary (August) 

Revenues—Residential ............. sill. $ 160 1,948 11% 11% 
Commercial ............ = 125 1,388 7 8 
Sr rer ™ 146 1,697 13 12 
Total, Incl. Misc. Sales . “ 478 5,534 10 10 
Sales to Other Utilities . . . 35 424 1 8 
Misc. Income .......... ” 8 216 2 5 

Expenditures—Fuel ............... " 88 994 13 13 

aa Ore oe - 97 1,123 7 7 
Misc. Expenses ..... vi 73 885 + 9 
Depreciation ........ - 47 540 10 Q 
WE Se ote o gee. - 111 1,300 10 7 
OS Sea * 29 335 11 11 
Amortization, etc. ... ss — — NC NC 
Net Income ......... * 77 1,003 12 14 
Pref. Div. (Est.) .. ii 12 138 NY 8 
Bal. for Common 

i} ee ss 65 865 14 16 
Com. Div. (Est. Y ei - 52 618 N 8 
Bal. to Sur. (Est.) . ” 13 247 160 93 

Electric Utility Plant (August) ... ‘ 24,472 — 11 — 

Reserve for Deprec. and Amort. ... 4,786 - § — 

Net Electric Utility Plant ......... 19,686 — 12 — 

Life Insurance Investments (January Ist- October 31st) 

SE SEE pies vcd nxecacaaenws ars — 633 - D12% 

i asec ™ — 86 — 41 

% of All Investments ............. " . 0% -- D3 

D—Decrease, NC—Not comparable 
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PRINCIPAL PUBLIC OFFERINGS OF ELECTRIC AND GAS 
UTILITY SECURITIES 


Indi- 
cated 
Suc- 
cess 
—_ te ne — Mood: offer 
m iti in - 
Date 4M) Description Public ‘Spread Yields Rating ing 
Mortgage Bonds and Debentures 
10/1 $15.0 Indiana & Mich. Elec. 1st 38s 1983 . 102.31 .70C 3.50% Aa a 
10/8 4.0 Mississippi Power Ist 3¥s 1983 .... 101.27 .62C 3.68 A a 
10/8 8.0 Mountain States Power Ist 4s 1983. 101.58 .99C 3.91 Baa a 
10/16 10.0 Kansas Gas & Electric Ist 38s 1983... 102.13 .65C 3.51 A a 
10/16 8.0 Rockland Light & Power Ist 33s 1983 102.74 .66C 3.60 A a 
10/28 25.0 United Gas Corp. Deb. S.F. 3s 1973 100.70 S7G 3.70 Baa a 
10/28 30.0 Public Service E. & G. Ist 34s 1983. 101.34 .60C 3.18 Aa c 
10/29 40.0 Niagara Mohawk Power Ist 34s 1983 100.63 59C 3.22 Aa c 
Preferred Stocks —None F 
Earnings- 
Common Stocks—Subscription Rights Ratio 
10/1 $2.8 New England Gas & Electric ...... $13.75 ° 7.27% 9.9% (1) 
10/7 3.8 Western Massachusetts Cos. ....... 29.60 50N 6.75 9.4 (2) 
10/8 2.1 Rockland Light & Power .......... 10.20 7N 5.88 7.5 (3) 
10/14 5.1 Florida Power Corp. .............. 24 #N 6.25 8.1 (4) 
10/15 12.6 Long Island Lighting .............. 16 .29N 6.25 7.9 (5) 
10/24 4.6 Hartford Electric Light .......... 44 * 6.25 64 ** 
10/30 3.8 Central Illinois Light .............. 36.50 #N 6.03 8.9 +e 
Common Stocks—Offered to Public 
10/7 $4.4 Iowa Electric Light & Power ...... 18.88 85N 6.35% — a 
6.21 3 a 


10/21 20.6 Public Service Electric & _ eer _ 25.75 72N 


*Not underwritten; dealers compensated for obtaining subscriptions. **Rights had not 
expired when data compiled. #—Not available. C—Competitive bidding. N—Negotiated under- 
writing. a—Reported well received. c—Reported that the issue sold somewhat slowly. (1)— 
Ninety-three per cent subscribed, plus 64 per cent through oversubscription. (2)—Offering to 
stockholders 93 per cent subscribed, employees’ offering 63 per cent. (3)—Eighty-six per cent 
subscribed, plus 50 per cent through oversubscription. (4)—Nuinety-five per cent subscribed. (5)— 
Ninety-eight per cent subscribed. 


OCTOBER NEW-MONEY FINANCING 
(In Millions) 
Offered to Sold to Sold Total 
Stockholders Public Privately Financing 
Electric Companies 


I abectineacacdds dea s:da-wia dada «einen mars — $100 $18 $118 
ig, 8. rrr _ — 11 11 
Re CE nc ahtavecouconesamewas $34 24 -— 58 
ND As. Jon os pean anvendacaomwedn $34 $124 $29 $187 

Gas Companies 
PE ccna coe tenenvekeanal aisles $ 25 $36 $ 61 
ere ne re ee —_— 1 ne 1 
CE ES ndiicic ccccccuveusesces - 1 a 1 
ME Scns ccueconweeecnukesgurees — $ 27 $36 $ 63 
Titel Teeter OE GO oink vce ccccccscuse $34 $151 $65 $250 


Source—Irving Trust Company. 
DEC. 3, 1953 864 














FINANCIAL NEWS AND COMMENT 





O99004NNDS 


NONON> >SNDFOUNONUNNDONON 


NNQOOFSFONOOOOMNSOOOONO>S 


”n 


RECENT FINANCIAL DATA ON GAS UTILITY STOCKS 


11/10/53 Divi- 


Price dend 
About Rate 

Pipelines 
Aiabama-Tenn. Nat.Gas. 12 $ .60 
East Tennessee Nat.Gas. 9 — 
Mississippi River Fuel ... 37 2.20 
Southern Natural Gas ... 28 1.40 
Tenn. Gas Trans. ......0. 24 1.40 
Texas East. Trans. ...... 19 1.00 
Texas Gas Trans. ....... 17 1.00 
Transcontinental Gas .... 22 1.40 

PE oc cénains 
Integrated Companies 
American Natural Gas ..- 39 $2.00 
Colorado Interstate Gas .. 34 1.25 
Columbia Gas System .... 13 .90 
Commonwealth Gas ..... 12 (a) 
Consol. Gas Util. ....... 13 75 
Consol. Nat. Gas ....... 54 2.50 
El Paso Nat. Gas ....... 35 1.60 
Equitable Gas ........... 23 1.40 
Kansas-Neb. Nat. Gas... 25 1.12 
Lone Star Gas .......... 25 1.40 
Montana-Dakota Utilities. 19 .90 
Mountain Fuel Supply .. 20 1.00 
National Fuel Gas ...... 15 1.00 
Northern Nat. Gas ...... 38 1.80 
Oklahoma Nat. Gas ..... 19 1.20 
Pacific Pub. Serv. ....... 22 1.00 
Panhandle East. P. L. ... 73 2.50# 
Pennsylvania Gas ....... 16 .80 
Peoples Gas Lt. & Coke .. 132 6.00 
Southern Union Gas .... 24 80 
United Gas Corp. ....... 1.25 

AVOTORES 20 ccccces 
Retail Distributors 
pO  aerrrree 17 $ .80 
Atlanta Gas Light ....... 21 1.20 
Brooklyn Union Gas ..... 25 1.50 
Central Elec. & Gas ..... 123 80 
Hartiord Gas .......6000 36 2.00 
Houston Natural Gas.... 21 85 
Indiana Gas & Water... 24 1.40 
Kings County Lighting .. 11 70 
BTID 5.0 65060840060 10 .60 
Minneapolis Gas ........ 23 1.15 
Mississippi Valley Gas... 21 1.00 
Mobile Gas Service ...... 164 .90 
New Haven Gas Light .. 28 1.60 
Pacific Lighting ......... 33 2.00 
Portland Gas & Coke .... 20 .90 
Providence Gas ......... 9 .32 
Rio Grande Valley Gas .. 23 a 
SE MR ccc veceietied 19 80 
South Tersev Gas ........ 19 1.00 
Springfield Gas Light .... 29 1.80 
United Gas Improvement. 35 1.80 
Washington Gas Light... 31 1.80 

Averages ......... 
Canadian 
International Utilities .... 28 $1.40 
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Share Earnings* 


ur. 
rent 


Approz. % In- 12 Mos. 
teld Period crease Ended 
5.0% $1.35 14% Sept. 
— 59 44 Sept. 
6.0 2.70 D17 Sept. 
5.0 2.13 Dil June 
5.8 1.73 42 June 
5.3 1.00 11 Sept. 
5.9 152 21 Sept. 
64 177 38 Sept. 
5.6% 
5.1% $3.55 64% Sept. 
3.7 146 NC Sept. 
6.9 .82** D9 June 
4.0a 41 D53 Dec. 
5.8 1.07 D25 July 
4.6 4.02 D14 Sept. 
4.6 2.82 29 Sept. 
6.1 1.88 3 Sept. 
45 1.64 D15 Dec. 
5.6 1.53 2 Sept. 
4.7 98 29 Sept. 
5.0 1.25 NC Apr. 
6.7 1.24 D4 June 
4.7 2.51 9 June 
6.3 1.27** D5 july 
4.6 1.69 15 ec. 
3.4 489 18 Sept. 
5.0 1.79 Dil Dec. 
4.5 944 20 Sept. 
3.3 1.18 11 Dec. 
45 1.93 52 Sept 
5.0% 
4.7% $1.31 7% Sept 
5.7 1.81 12 June 
6.0 1.64 D18 Sept. 
6.4 ‘99** D2 = Aug. 
5.6 2.07 D13 Dec. 
4.0 1.32 Dll July 
5.8 1.95 9 Sept. 
6.4 1.00 6 Sept. 
6.0 6 D2 Aug. 
5.0 1.44** 9 June 
48 2.11 NC June 
5.5 1.93 21 June 
5.7 1.43 D7 Dec. 
6.1 2.51 16 Sept 
4.5 181 Dl Sept. 
3.6 34 D6 Dec 
5.3 22 38 June 
42 1.22 3 June 
5.3 i. a — 
6.2 1.93 18 ec. 
5.1 2.25** 8 Sept. 
58 1.97 2 Sept. 
5.3% 
5.0% $189 D2% June 
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RECENT FINANCIAL DATA ON TELEPHONE, TRANSIT, AND 
WATER COMPANIES 
——Share Earnings* 
1952 11/10/53 Divi- Cur- Price- Div. 
Rev. Price dend Approx. rent % In- 12 Mos. Earn. Pay- 
(Mill. ) About Rate Yield Period crease Ended Ratio out 
Communications Companies 
Bell System 
$4,040 S Am. Tel. & Tel. (Cons.) 155 $9.00 5.8% $11.47** 1% Aug. 13.5 78% 
185 A _ Bell Tel. of Canada... 40 2.00 5.0 2.35 40 Dec. 17.0 8&3 
29 O Cin. & Sub. Bell Tel. .. 77 450 58 4.61 1 Dec. 16.7 98 
127 A Mountain States T.& T. 103 6.00 58 7.03 52 Sept. 14.7 853 
220 A New Eng. Tel. & Tel. . 115 8.00 7.0 7.50 7 June 15.3 107 
536 S Pacific Tel. & Tel. .... 115 7.00 6.1 7.56** D6 Aug. 15.2 93 
68 O So. New England Tel... 33 1.80 5.5 1.93 26 Dec. 17.1 93 
Averages ........ 5.9% 15.6 
Independents 
10 O Central Telephone .... 15 $ .90 6.0% $1.57 33% Aug. 96 57% 
2 O Florida Telephone .... 12 80 «6.7 .99 1 Dec. 12.1 8&1 
101 S General Telephone ..... 42 220 5.2 3.58 79 Sept. 11.7 61 
4 O Inter-Mountain Tel. ... 12 80 6.7 88 31 Dec. 13.6 91 
12 S Peninsular Telephone... 30 160 5.3 2.10 29 Sept. 143 76 
15 O Rochester Telephone .. 14 80 5.7 1.55 7 June 90 52 
2 O Southeastern Telephone 12 80 6.7 1.18 79 Dec. 10.2 68 
6 O Southwest. States Tel.. 18 100 5.6 1.72 41 June 10.5 58 
28 O Telephone B. & S. .... 17 —_- — 1.11 1 Dec. 15.3 — 
15 O United Utilities ....... 17 100 59 1.64 10 Sept. 10.4 61 
195 S Western Union Tel.... 42 3.00 7.1 104 D79 Dec. — 288 
AVeTageS . 2.2.00. 6.1% 11.6 
Transit Companies 
29 A Capital Transit ....... 13 $1.60 12.3% $1.16 4% Aug. 11.2 138% 
9 O Dallas Ry.& Terminal. 13 1.40 108 2.32 D6 Dec. 5.6 60 
229 S Greyhound Corp. ...... 134 1.00 .74 1.33 6 June 10.2 75 
25 O Los Angeles Transit... 10 1.00 10.0 1.15 46 Dec. 87 87 
31 S National City Lines.... 17 140 82 1.86 D3 Dec. 91 75 
71 O Philadelphia Transit ... 4 —_- — Deficit — Dec. —_-_ — 
7 O Rochester Transit ..... 34 10 2.9 26 D77 Dec. 13.5 38 
27 O St. Louis P.S.A.... 14 140 10.0 91 189 Dec. 15.4 154 
my S Fw Cale BR. Fe ace 13 1.60 12.3 — _— Dec. —_-_ — 
24 O United Transit ....... 4 —- — 56 33 Dec. 7.2 — 
AVETOMES ..ccccees 9.2% 10.1 
Water Companies 
Holding Companies 
29 S American Water Works 93 $ 50 53% $1.14 75% Sept. 8.3 44% 
6 O New York Water Serv. 57 80 14 2.37 25 June 24.1 34 
Operating Companies 
3 O Bridgeport Hydraulic... 30 $1.60 53% $1.62 D7% — 18.5 99% 
9 O California Water Serv. 31 2.00 6.5 3.07 42 Sept. 10.1 65 
2 O Elizabethtown Water .. 102 5.00 4.9 6.94 D9 Dec. 14.7. 72 
7 S Hackensack Water .... 34 1.70 5.0 2.42 D6 Dec. 14.0 70 
4 O Jamaica Water Supply. 30 1.80 6.0 2.97 D1 Sept. 10.1 61 
3 O New Haven Water.... 57 3.00 5.3 2.76 D5 Dec. 20.6 109 
1 O Ohio Water Service .. 22 150 68 1.99 13 Sept. 11.100 75 
6 O Phila. & Sub. Water... 46 1.00 2.2 4.69 si Dec. 98 21 
1 O Plainfield Union Water 50 3.00 6.0 3.98 D2 Dec. 12.6 75 
2 QO San Jose Water ...... 33 2.00 6.1 2.42 13 July 13.6 83 
9 O Scranton-Springbrook . 15 20 6.0 1.07 Dil June 14.0 84 
3 O Southern Calif. Water. 10 65 6.5 .90 36 Sept. 11.1 72 
3 O West Va. Water Service 33 1.20 3.6 1.41 16 Sept. _— 85 
AVETOMES 2 20ccecs 5.4% 13.4 
A—American Stock Exchange. O—Over-counter or out-of-town exchange. S—New York 
Stock Exchange. D—Decrease. *Earnings are calculated on present number of shares outstand- 
ing, except as otherwise indicated. **On average shares outstanding. #—Includes stock dividend, 
(a)—Paid 4 per cent stock dividend, NC—Not comparable. 
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HE attitude of the present adminis- 

tration of the REA on the subject 
of generation and transmission loans has 
been more misrepresented than anything 
else REA has done or proposed to do 
during the last six months, REA Admin- 
istrator Ancher Nelsen told a manage- 
ment conference for power-type borrow- 
ers in Washington, D. C., last month. 
Nelsen complained that even before the 
Republican administration took office, 
some people were trying to create the 
impression that no more G&T loans 
would be approved. “These attacks have 
been made by people with political 
motives who desire to embarrass and 
discredit the administration,” Nelsen 
charged, intimating that the object of 
such attacks is to drive a wedge between 
REA and its borrowers. 

There has been absolutely no change 
in REA’s long-standing policies concern- 
ing G&T loans, Nelsen declared. Fur- 
thermore, he pointed out that about one- 
fifth of the amount loaned in the electric 
program during the last six months has 
been in the G&T category and that REA 
now has several applications under study 
from G&T borrowers with every expec- 
tation that they will be approved if they 
meet established loan standards. “I be- 
lieve that REA’s G&T loan authority is 
absolutely vital to give the farmer the 
bargaining power he needs to get reason- 
ably priced electricity,” Nelsen said, add- 
ing that he intended to protect such 
authority. 

Nelsen made it clear, however, that the 
question of costs involved in G&T loans 
will get more attention than it has in the 
past. Unless such loans help toward the 
objective of getting cheap electricity to 
the farmer, they are not achieving their 
purpose. “The farmer simply must not 
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be saddled with costs for electricity that 
he cannot and will not bear,” he stated. 
“Tf that happens, our program is certain 
to suffer and lose some of the great 
esteem in which it has always been held. 
Our right to generate power will be de- 
termined by how wisely we use that 
right.” 


EA is presently concerned about 
figures which “in the aggregate 
show that power procured from REA- 
financed plants at the present time is 
more expensive for the borrowers than 
that purchased from any other source.” 
Although there are some cases which 
make such a situation inevitable, Nelsen 
said there are other cases where the lack 
of a diversified market is to blame. “It 
seems to me that a better way must be 
found to put the excess capacity of some 
of our generating plants to work around 
the clock. We must find a way to sell our 
surplus power and we need to find sup- 
pliers to furnish us with power for our 
peak loads.” 

Nelsen noted that many generating co- 
ops have worked out system integrations 
that have produced savings for their 
farm consumers and provided greater 
possibilities for continuity of service. He 
urged borrowers to study what these co- 
ops have done with a view to profiting 
from their experience. Development of 
possibilities along this line, Nelsen 
stated, will require an atmosphere of co- 
operation between REA borrowers and 
other power suppliers — both private 
power companies and public agencies. 

“On both sides, it will take patience 
and a willingness to forget the scars of 
the battles that occurred in some places 
in the past,” Nelsen said. “That also 
means the utilities, many of which have 
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been obstinate and shortsighted in the 
past. It will not come all at once, but in 
the long run it seems to me we must have 
a high degree of co-operation among the 
various power suppliers in the interest 
of the nation, the farmers, and the power 
suppliers themselves. The job is too big 
for any one segment of the industry. It 
will require the accelerated efforts on the 
part of all.” 


| penne has been particularly con- 
cerned with the “misunderstand- 
ing” that has been created over the 
generating controversy in Kentucky, a 
dispute between rural co-operatives and 
private utility companies which has been 
back and forth between the Kentucky 
Public Service Commission and the 
courts for several years. As costs of 
construction and litigation continued to 
pile up, it became apparent that the real 
losers were the rural people of Kentucky 
who were not getting the increased sup- 
plies of power they needed and ultimate- 
ly would have to pay the costs of the 
long-drawn-out disagreement. As a re- 
sult of a conference in Nelsen’s office 
between all parties concerned, both sides 
agreed to co-operate with an independent 
engineer whose review of the situation 
made it possible to lift the “stop order” 
imposed by the previous REA admin- 


istration, thereby releasing to the East 
Kentucky Rural Electric Co-operative 
Corporation funds for all those facilities 
which have so far been approved by the 
state commission. Accusations that 
REA was selling out the local people 
were utterly without foundation, Nelsen 
declared. 


NOTHER G&T situation, which has 
A been widely discussed in the press, 
is that relating to electric loans in the 
Southwestern Power Administration 
area. Grave concern had been expressed 
in some quarters in regard to arrange- 
ments that might turn the REA-financed, 
farmer-owned facilities over to a govern- 
ment agency. Nelsen revealed that a 
temporary plan is now being worked out 
whereby the co-operatives will maintain 
the transmission lines for SWPA until 
such time as a permanent plan can be 
developed. SWPA and the co-ops are 
now conferring about future plans. Nel- 
sen re-emphasized that he considers 
REA’s G&T loan authority a vital 
and. essential feature of the agency’s 
program. 

“If it is administered soundly in the 
national interest and is not abused,” 
he concluded, “I am convinced that we 
can retain it and make G&T loans serve 
rural people as they are intended to do.” 





Utility Executive Calls for Private Development of 
Atomic Energy 


— could help immeasurably in 
speeding progress toward the prac- 
tical use of atomic energy by giving 
American industry the legal go-ahead on 
nonmilitary atomic energy development, 
according to Walker L. Cisler, president 
of The Detroit Edison Company. 
Cisler gave his views on atomic energy 
development in an address before the 
second annual meeting of the National 
Industrial Conference Board held re- 
cently in New York. The utility execu- 
tive is a leader in the Dow Chemical- 
Detroit Edison project which for nearly 
three years has been investigating the 
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possibility of developing a commercial 
atomic reactor that will compare favor- 
ably with the coal-, oil-, and gas-burning 
furnaces now used in steam-electric 
power generation. 

In his address, entitled ““We Should 
Change the Atomic Energy Act,” Cisler 
said there are two possible lines of action 
in atomic energy development. The first 
of these would be to retain the strict gov- 
ernment monopoly now in force. The sec- 
ond would be the development of atomic 
energy and utilization methods by private 
enterprise, coupled with governmental 
control over all military aspects. 
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WHAT OTHERS THINK 


“Of these courses, only the second is 
within the framework of our traditional 
American economic system,” Cisler de- 
clared, “and I believe all efforts should 
be made to develop atomic energy under 
that system.” He noted that under con- 
ditions of free enterprise, labor, manage- 
ment, scientists, engineers, and investors 
work together to develop new products 
and improvements in our standard of 
living. 

“The growth of our present electric 
power systems within a period of about 
seventy-five years is an excellent illustra- 
tion of this,” he said. “For example, our 
generation of power in 1953 is expected 
to reach 510 billion kilowatt hours, as 
compared with about 680 billion kilowatt 
hours for all the rest of the world. More 
than 80 per cent of our accomplishment 
has been by private enterprise. Similar 
efforts by private competitive industry 
can and should be directed to developing 
atomic energy.” 


ISLER Said the present problem is not 
merely one of building a reactor, or 
several reactors, capable of being used in 
the production of electric power. Such 
reactors must justify themselves eco- 
nomically, he pointed out. “The real ob- 
jective,” he said, “is the development of 
a new component of industry—a task 
which must and can only be undertaken 
by many minds, on a broad front. I be- 
lieve this can be done in full accordance 
with security measures and in full ac- 
cordance with American business prac- 
tices, without the spending of large sums 
of public money.” 


To make this possible, Cisler declared, 
the Atomic Energy Act should be 
changed to give industry normal rights 
of ownership and normal opportunity to 
recover investments and pay its investors 
a fair return. He suggested amendments 
of the act which, subject to Atomic 
Energy Commission regulation with re- 
spect to national security, public health, 
and public safety, would permit industry 
to do the following: 


1. Build, own, and operate atomic 
energy plants. 

2. Acquire, own, and dispose of fis- 
sionable materials. 

3. Acquire, own, and dispose of 
source materials. 

4. Sell and distribute end-products 
and by-products produced in an atomic 
energy facility. 

5. Obtain definite licenses from the 
Atomic Energy Commission, specify- 
ing duration and conditions under 
which operations would be carried out. 

6. Have normal patent and trade 
secret protection, subject always to full 
disclosure to the commission for pur- 
poses of protecting national security. 


6 bw ree his talk, Cisler empha- 
sized that military aspects of atomic 
energy development must never for a 
moment be overlooked, and that national 
security should be a prime consideration 
at all times. He said he was fully con- 
fident that security practices of the 
Atomic Energy Commission could be ex- 
panded to encompass effectively nuclear 
development activities of private in- 
dustry. 





Continued Strong Growth of Electric Industry Predicted 


URING the past thirty years, the elec- 

tric utility industry has on the aver- 

age more than doubled its output every 
decade and authoritative sources predict 
that this performance will be duplicated 
in the next decade, barring a war or un- 
usual economic conditions. Evidence for 
such a pace of expansion can be found in 
the new records for electric power pro- 
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duction established during the first eight 
months of 1953, as the Northern Trust 
Company’s November bulletin on busi- 
ness developments points out. 

Electric power output rose approxi- 
mately 12 per cent in the first eight 
months of 1953 as compared with the 
similar period in 1952, the bulletin noted. 
Although some of this relative gain is 


DEC. 3, 1953 








PUBLIC UTILITIES FORTNIGHTLY 


attributable to a lessened demand result- 
ing from the steel strike in the summer 
of 1952 and to the accelerated growth in 
the use of air-conditioning equipment 
during the hot weather of 1953, “the 
principal factor contributing to this re- 
markable record is the continued rise in 
all principal uses of electricity,” the bul- 
letin said. In 1952, the electric utility in- 
dustry generated nearly 400 billion kilo- 
watt hours of electricity, which was 74 
per cent greater than in 1951 and more 
than double the output ten years before. 
More than 1,600,000 customers were 
added to utility lines in 1952. The bul- 
letin stated: 


Equally impressive has been the rec- 
ord of installation of additional gen- 
erating capacity by the industry. In- 
stalled generating capacity at the end 
of 1952 was approximately 82,000,000 
kilowatts and it has been estimated 
that the capacity will rise by about 10,- 
000,000 kilowatts in 1953. 


Over 40,000,000 kilowatts of addi- 
tional capacity have been added 
since the end of World War II—more 
than was installed in the 25-year period 
from 1920 to 1945. “There is no present 
indication of a tapering off in planned 
additions,” the bulletin continued. “As- 
suming the availability of material and 
equipment, the electric utility industry 
now plans to add more than 10,000,000 
kilowatts of capacity annually in each of 
the next three years. If this schedule is 
met, capacity at December 31, 1956, 
would be about 50 per cent greater than 
at the end of last year.” 


x ip: privately owned companies, 
which have about 80 per cent of the 
total electric utility generating capacity 


of the nation, spent approximately $13 
billion on construction from the end of 
World War II to the end of 1952, the 
bulletin reported—a sum larger than the 
total book investment of these companies 
in electric plants at the close of 1945. 
Construction expenditures of the pri- 
vately owned companies totaled more 
than $2.6 billion in 1952 and budget pro- 
grams anticipate that even larger sums 
will be spent in each of the next several 
years. The bulletin declared: 
Electricity is one of the greatest 
bargains in today’s budget. Despite the 
fact that the utilities have experienced 
in recent years the same sharp increase 
in operating costs prevalent in all lines 
of business, the average price of elec- 
tricity to the consumer is less today 
than before World War II. The aver- 
age revenue per kilowatt hour of resi- 
dential service has declined from 3.73 
cents in 1941 to 2.77 cents in 1952, 
and for all ultimate consumers from 
1.90 cents to 1.79 cents. 


The factors that have played a major 
part in the industry's remarkable con- 
trol over operating costs include techno- 
logical improvements in the design of 
generating facilities, greater plant utili- 
zation, larger use per customer, growth 
in operating revenues, and management’s 
unrelenting efforts to effect economies 
and improve general operating efficiency. 

“Few industries have matched this 
record of growth,” the bulletin stated. 
“The contributions of the electric utility 
industry to the productive power of our 
mines, factories, and farms, and to the 
conveniences of everyday living, are im- 
measurable except as comparison is made 
with the much lower per capita use of 
electricity in other countries of the 
world.” 





ee | ir must focus our attention on the problem of moving 
people instead of vehicles. Mass transportation 
systems such as railroads, rapid transit lines, and busses are 
much more efficient movers of people than are private cars.” 


~~. 


H. BIncHAM, 


General manager, New York City Transit 
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The March of 
Events 





In General 


Two'Named to Task Force 


ERBERT Hoover, chairman of the 

Conimission on Government Reor- 
ganization, recently appointed Charles 
Edison of West Orange, former gover- 
nor of New Jersey and board chairman 
of Thomas A. Edison, Inc., and E. A. 
Kracke of Montclair, New Jersey, an ac- 


counting executive, to a 26-man task 
force to study Federal activities in the 
fields of water resources and power de- 
velopment and transmission. 

The study group will be headed by 
Admiral Ben Moreell, board chairman of 
Jones & Laughlin Steel Corporation, 
whose appointment was revealed previ- 
ously. 


Indiana 


Advisory Committee Appointed 


| Pyne Craig’s office recently an- 
nounced the appointment of an ad- 
visory committee to Indiana’s fast- 
expanding oil and gas industry. 


State Conservation Director Moore 


said the new committee would assist the 
state conservation department’s oil and 
gas division in keeping abreast of the 
needs of the industry. 

Named chairman was Victor R. Gal- 
lagher, Evansville, vice president of the 
Indiana Oil and Gas Association. 


Maine 


Electric Rate Increase Granted 


HE Central Maine Power Company 

last month won permission to raise 
its charges for electricity by 2} per cent. 
The amount allowed by the state public 
utilities commission—$750,000 a year 
was only about one-fifth of the increase 
the company sought in a series of hear- 
ings that started last April. A spokesman 
for the utility said the decision would be 





appealed. The company had asked for 
$3,428,000 a year, or about 13} per cent. 
The decree noted evidence that Maine 
electric rates are among the highest in 
the country. It said the commission was 
not sufficiently informed to determine 
the reasons for this situation. Maine 
companies have high fuel costs and other 
unusual production and distribution 
problems, the commission said. 


So 
Maryland 


Tax Measures Advanced 


a Baltimore municipal tax pro- 
gram calling for a boost in the city 
public utility tax was approved last 
month by the city board of estimates, 
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with final decision on the measure await- 
ing action by the city council. 
Baltimore’s utility tax is paid only by 
commercial consumers. The new pro- 
posal provides for raising the rate from 
5 to 7$ per cent and adding other fuels. 
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Missouri 


Original Cost Set 
(i cost of operating property 
of Laclede Gas Light Company in 
St. Louis and St. Louis county, major 
element in determination of a rate- 
making base for a public utility, was 
fixed at $53,878,159 as of September 30, 
1950, in an order issued recently by the 

state public service commission. 

The original cost figure for the plant, 
as it stood more than three years ago, is 
not a rate-making valuation. Commission 
members said such a base would not be 


New 


Rate Plea Rejected 


i e- state public service commission 
recently rejected requests of thirty- 
seven industrial and commercial users of 
electricity in the New York metropolitan 
area for a rehearing of its August 1, 
1952, order establishing a new rate struc- 
ture for the Consolidated Edison Com- 
pany. The requests for a reopening of 
the case were based on the claim that the 
rates fixed for large power use were too 
high. 

In a memorandum by Commissioner 
Francis T. Mylott, approved unanimous- 
ly by the commission, it was held that in 
the rehearing application there was 
nothing to justify the contention that the 
total amount of revenue granted to the 
company was excessive. It was pointed 
out that a lowering of rates to the 
large industrial and commercial con- 
sumers would result in correspondingly 
increased rates to residential users. 


determined until later, probably in some 
proceeding involving rates. 

The finding on original cost, fixed 
after more than three years of study by 
commission accountants, is approximate- 
ly $2,070,000 less than the accounting 
contended for by counsel for Laclede in 
a commission hearing last November 
3rd. 

No testimony was offered by Laclede 
at that hearing, and none was submitted 
by the city of St. Louis or St. Louis 
county. 


& 
York 


Commission Suspends Filing 


i aR state public service commission 
recently suspended a filing by Ni- 
agara Mohawk Power Corporation de- 
signed to permit submetering of elec- 
tricity and gas to persons residing in 
trailers. At the same time, it authorized 
the company to prohibit nonresidential 
submetering to applicants who file for 
such service on or after November 11, 
1953, but to permit landlords to include 
gas and electricity in their monthly 
rentals. A public hearing on the sus- 
pended provisions will be held later. 

Niagara Mohawk, along with all other 
major gas and electric companies in the 
state, acceded to a request by the com- 
mission last year and terminated the re- 
sale of electricity and gas to residential 
tenants through submetering. That ban 
became effective last December 3lst, al- 
though a full year’s grace was allowed 
for removal of the submeters. 


Texas 


Quick Tax Decision Denied 


A by Texas officials for an 
immediate United States Supreme 
Court decision on the validity of a Texas 
tax on natural gas shipped out of the 
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state by pipeline was denied last month. 

No reason was given by the court in 
its denial for the quick hearing of argu- 
ments. As the case stands, the court prob- 
ably will hear the arguments some time 
this month. 
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Washington 


Senator Urges Power 
Development 


“< important to the develop- 
ment of the Columbia basin 
and the Pacific Northwest is cheap hy- 
droelectric power—it’s our God-given re- 
source,” Senator Warren G. Magnuson 
(Democrat, Washington) told repre- 
sentatives at the twenty-fourth North 
Central Washington Round Table in 
Ephrata. 

“T don’t care who develops the power,” 
Senator Magnuson continued, “but it 
must be developed. There is only one 
new start contemplated in the whole Co- 
lumbia river system and that is by Wash- 
ington Water Power and it may have 
trouble borrowing the money.” 

The Senator said that within several 
short months following the inauguration 
of the new administration, appropria- 
tions for Ice Harbor dam were slashed 
“over a strong request by the Atomic 
Energy Commission that it be built. A 
bill has been written to deauthorize 
Libby dam, and while money was ap- 
propriated for The Dalles, the funds 


have been frozen so they can’t be used.” 
The blame, he said, could not be placed 
on any one person or even one party. 

“With the current demands for pow- 
er, by 1975 there won’t be a single large 
industry, aluminum plant, or processing 
plant in the Columbia basin or Wash- 
ington unless there are more dams built 
to beat the power shortages,” the Sena- 
tor said. 


Proposed Merger Called Off 


HE proposed merger or the sale of 

the Puget Sound Power & Light 
properties was called off by the directors 
last month. The directors voted, Presi- 
dent Frank McLaughlin announced, to 
abandon both the plan to merge with the 
Washington Water Power Company of 
Spokane and the proposal to sell its elec- 
tric properties to five of the state’s public 
utility districts. 

“Puget will remain in business,” Mc- 
Laughlin announced. 

Governor Langlie, notified of the di- 
rectors’ decision, commented that he was 
“happy the management has decided to 
stay in business.” 


oe 
West Virginia 


Gas Rates Increased 


. e~ advantage of a new law 
enacted by the 1953 state legislature, 
the Manufacturers Light & Heat Com- 
pany began placing into effect recently 
higher rates for natural gas it provides 
customers in the state’s northern pan- 
handle. 

Awaiting final action by the state pub- 
lic service commission, meanwhile, was 
the firm’s request for higher rates de- 
signed to increase revenues from its 
West Virginia business about $2,732,000 
annually. 

The new state law provides that a util- 
ity could put its desired rates into effect 
120 days after it originally had planned 
to apply them in cases where the new 
scales were suspended by the commission 
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and final disposition of the request had 
not been made. 

Higher rates went into effect in the 
Weirton - Chester, Wheeling - Mounds- 
ville, and New Martinsville areas. 


Court Rejects Gas Rate Case 


HE state supreme court last month 

unanimously refused to review a 
state public service commission order in 
a rate case involving the Amere Gas 
Utilities Company. 

The commission last August 3lst 
denied the utility’s request for an in- 
crease amounting to $500,462 in addi- 
tional annual revenue, authorizing in- 
stead a boost of $183,000 annually. 
Amere serves about 12,000 natural gas 
customers in southern West Virginia. 
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Progress 


of Regulation 


Telephone Company’s Expenses, Debt Ratio, Attrition of Earnings, 
And Separation Procedures Examined in Rate Case 


HE Arkansas commission denied 

telephone rate increases aggregating 
approximately $4,000,000 per year but 
permitted a $2,500,000 increase) The 
company was directed to file a revised 
schedule of toll rates, a new coin-box 
rate of 10 cents per local call, and a re- 
vised schedule of exchange rates suf- 
ficient to bring additional revenues from 
the new toll and coin-box rates up to 
the allowed amount. 

The commission first considered the 
question of a proper rate base. Over the 
years various, and often inconsistent, 
theories of valuation have been used, de- 
pending upon varying price levels. In 
the Hope Natural Gas Case (51 PUR 
NS 193) the United States Supreme 
Court emphasized the importance of the 
end result reached in a rate determina- 
tion. The commission observed that in a 
recent Arkansas case the state supreme 
court, following the rule of the Hope 
Case, concluded that “no public utility 
has a vested right to any particular meth- 
od of valuation.” 

The most appropriate measure of 
value in this proceeding was found to be 
net investment in property used in intra- 
state operations. “A return allowed on 
this investment, if sufficient to cover the 
cost of servicing and attracting capital,” 
the commission said, “would adequately 
compensate the investors and encourage 
new investment in utility service.” The 
commission added that it was satisfied 
that moneys invested in “plant currently 
in service, plant under construction, and 
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plant held for future use . . . were pru- 
dently expended and that such piant is 
used or useful in rendering telephone 
service.” 

While the commission refused to make 
any allowance for working capital be- 
cause of the availability of tax accruals 
in excess of the cash requirements, it de- 
clined to take the same position in re- 
gard to materials and supplies. This in- 
vestment, the commission said, is of a 
permanent nature, is not readily con- 
verted into cash, and requires continual 
replacement. Sound financial practice re- 
quires that materials and supplies be 
financed by permanent capital supplied 
by investors and not by tax accruals. 

Evidence was presented as to attrition 

f earnings during the period of post- 
war expansion. The commission con- 
ceded that the high cost of additions was 
at least one cause of the reduction in 
over-all earnings because of the dilution 
of return realized on the older, low-cost 
plant. To the company’s claim that a rate 
of attrition should be projected into 
the future, the commission replied that 
errors inherent in speculative estimates 
are likely to outweigh the equities. The 
furthest that the commission would go 
in giving consideration to attrition was 
to adopt a rate base reflecting the latest 
substantiated expenditures for property, 
including plant under construction and 
the investment in materials and supplies. 

The commission used cost of capital as 
the basic test of the adequacy of the re- 
turn and decided that a return of 6 per 
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cent would be proper. The value of this 
method was described: 


This “cost-of-capital” approach has 
the advantage of differentiating the 
characteristic risks of various types of 
enterprises, and, therefore, can be used 
to determine the investors’ require- 
ments for the telephone industry as 
distinguished from the less stable op- 
erations of, for example, manufactur- 
ing concerns. Moreover, a determina- 
tion of the cost of capital employed in 
the Bell system, when based on recent 
market response to new financings, 
gives a reliable indication of the terms 
on which the utility will be able to at- 
tract new capital for future expansion 
and improvement. 


On the last day of the previous 
calendar year the capitalization ratio of 
the company’s parent (Bell system) was 
40 per cent debt, 60 per cent equity. The 
company urged that the commission as- 
sume a reduction to 334 per cent and 
allow a rate of return sufficient to cover 
a higher cost of nonexistent equity capi- 
tal. Several cities protesting higher rates 
urged that a reasonable debt ratio was 
45 per cent and that the return should be 
computed on this assumption even 
though such a return would not cover 
the actual cost of capital. 

The commission, in rejecting both of 
these claims, made this comment: 


Any hypothetical downward adjust- 
ment in the debt ratio for determining 
a rate of return merely yields addi- 
tional earnings for equity capital. 
Likewise, the use of a higher than ac- 
tual debt ratio results in a theoretical 
rate of return which can only be suf- 
ficient to pay costs of capital if the 
Bell system changes its capitalization 
to conform to the wishes of the cities. 
Morever, the debt ratio is an impor- 
tant element in investment appraisal, 
and the current costs of the capital 
components necessarily reflect the 


existing debt ratio of the Bell system. 
We would be indulging in pure specu- 
lation if we were to select a hypotheti- 
cal debt ratio and adjust the actual 
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costs of debt and equity capital to what 
we may think the investors would re- 
quire in the circumstances of an as- 
sumed change in the quality of the in- 
vestment. 

There is convincing evidence in the 
record that the existing Bell system 
debt ratio of 40 per cent is reasonable, 
and provides adequate protection for 
the stockholders’ equity. 


The commission did not consider ade- 
quate the evidence presented regarding 
the propriety of license contract pay- 
ments of one per cent of gross revenues 
to the parent. The commission’s con- 
clusions were: 


While we do not feel that we should 
reject and disallow the contractual 
agreement for license fee payments at 
this time, we believe that the interests 
of the consumer require that we recog- 
nize this source of income to the 
American Company, and accordingly 
consider this in determining the al- 
lowable rate of return. This action is 
especially necessary in view of the fact 
that payments under the license con- 
tract have increased automatically and 
without the benefit of additional serv- 
ices during the period that Southwest- 
ern has been collecting increased reve- 
nues under bond. 


The commission refused to permit the 
company to charge charitable contribu- 
tions, wage increases allowed after the 
close of the rate proceeding, or repara- 
tion costs to its operating expense ac- 
count. Pension costs and income taxes 
were considered proper charges to this 
account. 

Actual income tax expense was ad- 
justed in accordance with the principles 
set forth in the NARUC report entitled 
“Allocation of Bell System Federal In- 
come Taxes.” The commission, in re- 
fusing to consider the possibility of a tax 
reduction in 1954, said that this would be 
contrary to sound regulatory practice 
and would require speculation as to 
future congressional action. 

Vigorous opposition was made to the 
use of the NARUC Separations Manual 
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for allocating plant revenues and ex- 
penses between interstate and intrastate 
operations. The commission summarized: 


We are not unaware of the com- 
plexities involved in the determination 
of an equitable separation method. 
However, for the first time since the 
preparation of the manual almost 
unanimous agreement on a modifica- 
tion of the manual method has been 
reached by the various jurisdictions. 
The jurisdictional aspects of the sepa- 
rations problem necessitate a single, 


= 


uniform method of separation. In the 
absence of a clearly acceptable sub- 
stitution which surpasses the present 
manual in equitability and practicabil- 
ity, we cannot abandon the uniform 
procedures developed over ten years 
of study and accepted by the National 
Association of Railroad and Utilities 
Commissioners and the Federal Com- 
munications Commission. 


Re Southwestern Bell Teleph. Co. 
Docket Nos. U-772, U-773, October 5, 
1953. 


Rate Increase Denied Because of Poor Service but Need for 
Higher Return during Inflation Recognized 


HE Florida commission denied a 

telephone company’s application for 
authority to increase rates when it found 
that the company was not furnishing ade- 
quate service. The company was told that 
it should make some drastic improvement 
in its operating efficiency if it desired to 
improve its financial situation. Rate in- 
creases, the commission said, are not al- 
ways the answer to a utility’s financial 
problems. 

A telephone company may not pre- 
empt territory through monopolistic 
franchises without assuming the obliga- 
tion of furnishing adequate and efficient 
service. Failure to meet such obligation 
in a reasonable manner jeopardizes the 
utility’s right to a fair return. The com- 
mission said that it cannot, in law or in 
good conscience, authorize rate increases 
if existing rates are already unreason- 
ably high when measured by the quality 
of service rendered, even though the 
company might, in fact, be in serious 
need of additional revenues. 

The commission pointed out that sev- 
eral years ago it had allowed the com- 
pany a return of 6 per cent. Since then, 
however, the cost of money has increased 
considerably and other elements have en- 
tered into the utility field of operation 
and finance, tending to make such a re- 

‘ turn inadequate. The commission said 
that during the present inflationary eco- 
nomic situation the company would be 
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entitled to earn a return of 7 per cent if 
its service justified such a return. 

It also indicated that, on a new applica- 
tion, it would allow an additional return 
of .13 per cent to offset the depressing 
effect of the high cost of construction on 
earnings, if service standards were main- 
tained. This would result in a return of 
7.13 per cent. In discussing the earnings 
requirements to support necessary 
= and expansion, the commission 
said: 


It would be a shortsighted regu- 
latory policy and a disservice to the 
public, generally, to hold public utility 
earnings to such a low level as to dis- 
courage and retard necessary growth 
and expansion. Under such a policy 
the resulting savings to present sub- 
scribers would be far more than offset 
by the irreparable damage which 
would result to the over-all growth and 
prosperity of the entire state. We are 
committed to a rate-making policy 
both by inclination and necessity which 
will not only support but encourage 
the continued growth and prosperity 
of all sections of Florida so long as 
that can be done without imposing un- 
reasonable and exorbitant rates upon 
the public. 


Re Florida Teleph. Corp. Docket No. 
— Order No. 1926, September 1, 
1953. 
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Elimination of Free Telephone Service Authorized 


HE Indiana commission approved 

a telephone company’s petition to 
eliminate free service between its ex- 
change and the exchange of another com- 
pany which had commenced making toll 
charges for calls going in the opposite 
direction. The commission said that there 
was no substantial difference in circum- 
stances or conditions affecting the serv- 


ice between the points on account of the 
direction of the calls. 

A further reason for authorizing a 
charge for the calls was that the other 
company had converted its exchange to 
a dial operation and had made no provi- 
sion for receiving of free calls. Re Gen- 
eral Teleph. Co. No. 24208, August 6, 
1953. 


Public Convenience and Necessity Triumph over Railroad’s 
Local Operating Deficit 


RAILROAD sought relief from the 
California Supreme Court after 
the commission had steadfastly refused 
to authorize the discontinuance of cer- 
tain trains. The trains, the railroad 
urged, were incurring an annual oper- 
ating deficit. The commission had also 
ordered it to replace outmoded equip- 
ment with modern self-propelled pas- 
senger cars. This, it was argued, violated 
the Federal Constitution by burdening 
interstate commerce. Moreover, con- 
tended the railroad, the order usurped 
the function of management. 

The court, although sympathetic, pro- 
ceeded to explain the soundness of the 
commissions’s decision. Public conven- 
ience and necessity were at issue. Wheth- 
er or not they existed could not be made 
to turn on the question of deficits in the 
operation of some particular segment of 
the company’s intrastate business. Prob- 
lems raised by discontinuance of local 
trains could not be resolved alone by 
reference to loss in their operation but 
depended upon the predominantly local 
factor of public need for the service 
rendered. 

The commission had found that public 
convenience and necessity required con- 
tinuance of the service, that present 
equipment was inadequate and insuffi- 
cient. The court commented: 


This court will not attempt to resolve 
conflicts in the evidence on the ques- 
tion of public convenience and neces- 
sity nor substitute its judgment for 
that of the commission on a subject 
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so peculiarly within its jurisdiction 
and justifiably based on the record be- 
fore it. It also is not for the court to 
say that the commission was wrong 
in concluding that service with the 
substituted equipment may result in 
the benefits it has forecast and sought 
to achieve. The fact that the effect of 
the order of substitution is to a more 
or less degree experimental does not 
destroy it. If it does not work out as 
contemplated the commission has 
jurisdiction to entertain a future ap- 
plication concerning the same subject 
matter. 


Interstate commerce was not affected 
since the business involved was entirely 
intrastate. Where the over-all operations 
of a railroad’s intrastate service are 
profitable, the commission may compel 
the continuance of a portion of such 
services at a financial loss without raising 
any issues under the Federal Constitu- 
tion. 

In ordering the railroad to substitute 
modern, self-propelled vehicles, the 
court agreed that the commission to some 
extent invaded the functions of manage- 
ment, but added: 


they are not necessarily unlaw- 
fully invaded. They are subjected to 
the exercise of the police power of the 
state in the regulation of the public 
utility. It is undoubtedly true that for 
the most part all lawful regulations of 
a public utility in the exercise of the 
police power are to some degree an in- 
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vasion of the managerial functions of 
the utility. In the absence of such 
regulations the utility would be free 
to exercise all powers of management 
otherwise within the law. Without 
question the order of substitution of 
one equipment for another by a trans- 
portation company is within the field 
of management ; but it does not follow 


that as such it is necessarily outside 
of the field of an appropriate regula- 
tory order. 


The court concluded that the commis- 
sion had acted within constitutional 
bounds and it affirmed the order of sub- 
stitution. Southern Pacific Co. v. Public 
Utilities Commission et al. 260 P2d 70. 


Equalization of Intrastate and Interstate Rates Approved 


HE United States District Court re- 

fused to set aside an ICC order 
which had authorized railroads to in- 
crease intrastate rates to conform with 
interstate rates. The evidence showed 
that conditions incident to the intrastate 
transportation were not more favorable 
than interstate conditions and that the 
present rates were not contributing a fair 


share of the revenues required by the 
company to render adequate service and 
operate profitably. 

The amounts and percentages of the 
increases were just and reasonable and 
would eliminate the discrimination exist- 
ing against interstate commerce. Tennes- 
see et al. v. United States et al. (DC 
Tenn) 113 F Supp 634. 


Subsidiary’s Actual Operations Bypassed in 
Determination of Operating Expense 


i‘ West Virginia commission, in 
determining the operating expenses 
of a subsidiary gas company for rate- 
making purposes, refused to treat gas 
purchase prices at face value. Though 
reluctant to make adjustments not based 
upon actual operations, the commission 
would not accept the prices actually paid 
and substituted its own paper values, 
recommending changes in the intercorpo- 
rate tree which it felt would help the 
company arrive at the figures used. 

An exchange agreement was in effect 
between the two companies whereby the 
parent held the subsidiary’s surplus gas 
and returned it at a later date. All but 
one of the subsidiary’s local suppliers 
were included in this agreement. 

The excepted local supplier operated 
under a different arrangement. Any sur- 
plus was sold by the supplier to the 


e 


parent directly, who later sold the same 
gas to the subsidiary at a profit. The 
commission treated such gas as if part 
of the exchange agreement, charging it 
to the account of the subsidiary and 
deeming that which the parent held to be 
exchange gas. 

Other purchases from the parent were 
treated in a similar manner. The parent 
had also been selling at a profit gas pur- 
chased from its own supplier. The com- 
mission, noting that considerable savings 
would result if the subsidiary and the 
parent’s supplier merged facilities and 
paid the parent only a transportation 
charge for the use of their pipelines, re- 
duced the prices actually paid to conform 
with the prices that would have been paid 
if the merger had been effectuated. Re 
Amere Gas Utilities Co. Case No. 3888, 
August 31, 1953. 


State Authorizes Merger of Subsidiaries under Holding 
Company Dissolution Plan 


4 pe merger of subsidiary operating 


gas and electric companies in con- 
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nection with the dissolution of the hold- 
ing company was authorized by the Con- 
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necticut commission. There was doubt 
whether any of the subsidiary companies 
were permitted, under § 11(b) of the 
Federal Holding Company Act, to con- 
tinue to operate both an electric and a 
gas business as long as they were con- 
trolled by the holding company. The sur- 
viving corporation would have no more 
authority than that originally held by the 
constituent companies. 

The merger would not adversely affect 


other electric and gas companies in the 
state or creditors of the existing com- 
panies. The resulting corporate simplicity 
would effectuate more efficient operation 
in that duplication of efforts and per- 
sonnel would be reduced to a minimum. 
The holding company served no sub- 
stantial purpose in so far as the public 
interest was concerned. Re Derby Gas & 
E. Corp. et al. Application No. 8862, 
October 8, 1953. 


e 


Other Important Rulings 


Fees cians company was granted a 
rate increase by the Nevada com- 
mission upon a showing that a better 
market for company securities would be 
secured thereby, as well as additional 
revenue for contemplated service im- 
provements. Re California-Pacific Utili- 
ps Co. Case No. 1228, September 9, 
1953. 


A franchise provision requiring a rail- 
road to share the cost of viaducts cross- 
ing its lines, said the Missouri commis- 
sion, does not obligate the railroad to 
share in the cost of an overhead crossing 
at a point where it does not have any 
tracks; and the fact that the plan for a 
viaduct has been changed, at the rail- 
road’s request, to provide more clear- 
ance for proposed tracks not yet built, 
imposes no more than a moral obligation 
to reimburse a city for the additional 
cost. Re Kansas City, Case No. 11,947, 
August 13, 1953. 


A proposed sale of all the capital stock 
of a water company to a municipality was 
disapproved by the West Virginia com- 
mission where the price was higher than 
the reproduction cost of the company’s 
property and 300 per cent more than 
original cost. Re City of Follansbee et 
al. Case No. 3979, October 14, 1953. 


Authority to restrict and limit the sale 
of natural gas for other than base load 
was denied by the West Virginia com- 
mission where the availability of lique- 
fied petroleum for supplementary service, 
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the ability of most of the industrial cus- 
tomers to absorb a shortage without ill 
effect, and past experience negated the 
likelihood of an unusual emergency aris- 
ing which would warrant the granting of 
this relief. Re United Fuel Gas Co. et al. 
Case No. 3909, July 22, 1953. 


The California commission held that 
a parent corporation which owned and 
controlled the operative public utility 
property of a subsidiary was subject to 
regulation as a public utility. Re Key 
System Transit Lines et al. Decision 
No. 48856, Case No. 5259, Amended, 
July 21, 1953. 


A state may validly govern transporta- 
tion for hire, according to the Florida 
Supreme Court, by permitting, limiting, 
and regulating the use of its public roads, 
whether such transportation is intrastate 
or interstate, provided no unjust dis- 
crimination is practiced and no undue 
burden or interference is put upon in- 
terstate commerce or Federal instru- 
mentalities. Stewart et al. v. Mack et al. 
66 So2d 811. 


A Federal district court said that the 
government, in prosecuting a violation 
of Interstate Commerce Commission 
regulations requiring markings or 
placards on motor vehicles transporting 
flammable liquids and defining flammable 
liquids as any liquid which gives off 
flammable vapors (as determined by 
flash point from Tagliabue’s open-cup 
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tester, as used for tests of burning oils) 
at or below a certain temperature, must 
establish a violation of such regulations 
by use of the open-cup tester and not by 
use of a closed-cup method. United 
States v. A. & P. Trucking Corp. 113 
F Supp 549. - 


An interchange agreement between 
common carriers, held the United States 
District Court, will be deemed unlawful 
if the carrier controlling the rights un- 
der which the interchanged equipment is 
operated does not assume full responsi- 
bility for the direction, conduct, condi- 
tion, and operation of the equipment 
while in its possession. Jnterstate Com- 
merce Commission v. Elliott et al. (1953) 
113 F Supp 583. 


A motor carrier’s purchase of the op- 
erating rights of two other carriers is in 
the public interest, held the United 
States District Court, when designed to 
improve the carrier’s service by eliminat- 
ing the necessity for interchange and the 
consequent delay in shipments and dam- 
age to freight, even though the purchase 


will adversely affect the revenues of pro- 
testing carriers. Baltimore Transfer Co. 
et al. v. Interstate Commerce Commis- 
sion et al. 114 F Supp 558. 


The Indiana commission granted a 
telephone company an emergency rate 
increase so that a wage increase could be 
granted certain employees whose wages 
were not equivalent to those paid to per- 
sons doing similar work in the com- 
munity and who intended to seek em- 
ployment elsewhere unless the company 
increased their wages. Re Citizens 
Teleph. Co. No. 24523, September 10, 
1953. 


An order suspending rates for certain 
exchanges of a telephone company was 
reinstated by the Indiana commission 
where the evidence showed that the 
company was still rendering inadequate 
and insufficient service, despite the fact 
that the company had already under- 
taken and completed some proposed im- 
provements. Scarborough et al. v. Gen- 
eral Telph. Co. No. 24162, September 
17, 1953. 
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WASHINGTON PUBLIC SERVICE COMMISSION 


Re Puget Sound Power & Light 
Company et al. 


Cause Nos. U-8631, U-8632 
October 16, 1953 


PPLICATIONS by power corporations for authority to merge 
y \ and application by surviving corporation for authority to 
issue securities; granted. 


Consolidation, merger, and sale, § 19 — Consistency with public interest. 

1. A rule providing that an application for authority to transfer property 
shall be denied, if the Commission finds that the proposed transaction is not 
consistent with the public interest, does not permit denial of an application un- 
less the Commission finds that the proposed transaction is not consistent with 
the public interest, since the phrase “consistent with the public interest” 
does not connote a public benefit to be derived or suggest the idea of a 
promotion of the public interest, but the thought conveyed is merely one of 
compatibility, p. 133. 


Consolidation, merger, and sale, § 19 — Advantages of power company merger — 
Alternatives. 
2. Even though advantages might be accomplished in an alternate manner, 
as by interchange contracts between power companies, this does not de- 
termine that a proposed merger is not compatible with the public in- 
terest, p. 138. 


Consolidation, merger, and sale, §23— Merger of power companies — Power 
gains — Alternative pool operations. 

3. No power disadvantage was found to result from the proposed merger 
and integration of power companies where, under pool operations, the value 
of the power gain would be substantially less and the continuation of such 
pool operations was not assured for any definite period of time, while, 
on the other hand, it was claimed by the companies that there would be a 
power gain from the merger and this was supported by impartial analysis 
and admitted to some extent by intervenors, p. 139. 





Revenues, § 5 — Future estimate — Limited surcharge. 

4. An estimate of income should be adjusted to eliminate a sum representing 
revenue collected as a result of a Commission order authorizing a surcharge 
for a limited period, to compensate for excess costs of steam encountered 
during a critical water period, when inclusion of this item of revenue gives 
a distorted picture for the reason that it has associated with it none of the 
items of expense incurred in the prior year which necessitated the applica- 
tion of the surcharge, p. 142. 


Revenues, § 5 — Future estimates — Temporary rate increase. 
5. An estimate of future earnings of a power company should not be ad- 
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justed by eliminating an amount representing the revenue resulting from a 
rate increase, denominated temporary, when the rate increase was made 
temporary because estimated results only were available and the increase 
was made subject to reconsideration as actual results of operations should 
become available but it was the intent of the order that if actual results 
should coincide with the estimated results the rate increase would continue, 
p. 143. 


Revenues, § 10 — Future estimates — Interest adjustment. 


6. An adjustment in estimated revenues of a power company, to give effect 
to a computation on an annual basis of the existing interest rates already 
attached to certain debt money, was sustained in a proceeding involving a 
proposed merger, p. 144. 


Expenses, § 33 — Deduction from revenue estimate — Acquisition adjustment. 


7. A proposed adjustment in estimated revenue figures, by way of an income 
deduction for the amortization of a power company’s plant acquisition ad- 
justment account, was rejected, in a proceeding involving a proposed merger, 
where the company was amortizing its plant acquisition adjustment account 
by a direct charge against surplus rather than as an income deduction and 
it was for the purpose of reversing this procedure that the adjustment was 
proposed, p. 144. 


Accounting, § 32 — Acquisition adjustment account — Charge against surplus. 


8. Under the Uniform System of Accounts prescribed for electric companies, 
there is nothing improper about amortizing an acquisition adjustment account 
by a direct charge against surplus, p. 144. 


Expenses, § 49 — Pension cost increase after merger. 


9. No adjustment should be made, in estimating earnings after a proposed 
merger of power companies, to eliminate an increase in operating expenses 
to reflect an added expense of increased pension costs, when by the terms 
of the merger agreement the surviving company is to extend to employees 


of the merged company the benefits of its present funded pension plan, p. 
144 


Consolidation, merger, and sale, § 31 — Protection of security holders — Merger of 


power companies. 

10. No impairment of the existing protection of holders of bonds, notes, or 
preferred stock was found in a proposal for the merger of power companies 
where, after consummation of proposed security transactions, it appeared 
that the surviving corporation would have earning capacity to meet its obli- 
gations and it was noted that under all assumptions the earnings available 
to stockholders per share were substantially the same or higher in the 
surviving corporation than in the independent companies, p. 145. 


Consolidation, merger, and sale, § 37 — Possible monopoly — Power company 


merger. 
11. Whether the relationship of a merged power company toward the 
public will be contrary to the public interest, as that phrase is inter- 
preted in law, cannot be tested by mere size or percentage comparison, 
but rather by ascertaining if the surviving corporation, after a proposed 
merger, can be required to render adequate service at reasonable rates, 


p. 152. 
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Monopoly and competition, § 54 — Merger of power companies — Power trust. 
12. To say that a monopoly is fostered and people will be subject to a power 
trust by permitting the merger of two power corporations does not recognize 
existing conditions and is inconsistent with the express intent and purpose 
of the law subjecting the actions of public service companies to immediate 
regulation by the Commission, p. 152. 


Consolidation, merger, and sale, § 25 — Merger of power companies — Alternative 
plan — Public utility districts. 

13. Whether public utility districts are better able to supply electric power 
and to finance additional generating plants than are privately owned electric 
utility companies is not a matter for consideration by the Commission on an 
application by power companies for authority to merge, as it is not material 
to, nor does it determine, whether granting of the applications whereby one 
private utility would be substituted for two private utilities would or would 
not be compatible with the public interest, p. 152. 


Consolidation, merger, and sale, § 19 — Merger of power companies — Alternative 
plan — Operation by merged company. 
14. That a power company applying for approval of its merger into another 
power company may be in a position to continue as a utility is not determina- 
tive of the question whether the proposed merger is compatible with the 
public interest, so long as the merger itself is not inconsistent with the public 
interest, p. 152. 


Consolidation, merger, and sale, § 23 — Merger of power companies — Need for 
power sites and resources. 

15. The fact that an area in which two power companies operate faces a 
possible serious power situation and needs additional power sites and re- 
sources, while the development of hydro sites offering the greatest power 
production may call for expenditures of money in such sums as to render it 
uncertain that either company could undertake them individually, constitutes 
an affirmative showing of promotion of the public interest by the proposed 
merger, p. 153. 


Electricity, § 3 — Integration of power factlities — Power pools — Merger. 
Discussion of power considerations such as interconnection and interchange 
of power in connection with proposed merger of power companies which 
might continue in the Northwest Power Pool and an Inter-Company Pool, 
p. 134 

Security issues, § 1 — Matters incident to merger — Finances. 

Discussion of financial considerations involved in a proposed merger of 
power companies such as exchange of stock, resultant capital structure, earn- 
ings, and financing plans, p. 139. 


Expenses, § 49 — Employee pension plan. 
Statement by Commission, in proceeding relating to merger of power com- 
panies, that the expenses of supporting employee pension plans are recog- 
nized as legitimate and allowable expenses, p. 144. 

Security issues, § 99 — Capital structure — Merged companies. 
Discussion of capital structure for surviving corporation after merger of 
power companies, p. 147. 


* 
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By the Commission: Above mat- 
ters were consolidated for hearing and 
determination by order dated April 
30, 1953. Hearings were held before 
Chairman E. W. Anderson, Commis- 
sioners Joseph Starin and Robert D. 
Yeomans, and examiner C. Lee Coul- 
ter, between May 18 and 21, and 
July 6 and August 13, 1953. The 
record consists of 4,142 pages and 
85 exhibits. 

Following are the appearances of 
record herein: 

Applicants: Puget Sound Power & 
Light Company, per Lowell P. Mick- 
elwait, General Counsel, Seattle; the 
Washington Water Power Company, 
per Alan G. Paine and Alan P. 
O’Kelly, Attorneys, Paine, Lowe and 
Coffin, Spokane, and B. H. Dewey, 
Jr., Attorney, Reid & Priest, New 
York. 

Commission: Washington Public 
Service Commission, per Frank P. 
Hayes and Robert L. Simpson, As- 
sistant Attorneys General, Temple of 
Justice, Olympia. 

Intervenors: Chelan County Pub- 
lic Utility District #1, per Harvey F. 
Davis, Attorney, Wenatchee; Public 
Utility District Association, Snohom- 
ish County Public Utility District #1, 
and D. M. Cleveland, per Parker Wil- 
liams, Attorney, Everett; Jefferson 
County Public Utility District #1, per 
W. J. Daly, Attorney, Port Townsend ; 
Jefferson County Telephone System, 
Inc., per Arthur Garrett, President 
and Attorney, Quilcene; Skagit 
County Public Utility District #1, 
per Warren J. Gilbert, Attorney, 
Mount Vernon; Thurston County 
Public Utility District #1, per John 
S. Lynch, Attorney, Olympia; Wash- 
ington State Federation of Labor, per 
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William J. Millard, Jr., Attorney, 
Seattle; Washington State Grange, 
per Harvey F. Davis, Attorney, 
Wenatchee, and Edgar Wright, At- 
torney, Seattle. 


OTuER APPEARANCES: _ Kitsap 
County Public Utility District +1, 
per J. W. Bryan, President and At- 
torney, Bremerton; Porter LaPlant, 
Commissioner, Skagit County Public 
Utility District 41, Mount Vernon. 

Puget Sound Power & Light Com- 
pany (hereinafter generally referred 
to as Puget), a corporation organized 
under the laws of the commonwealth 
of Massachusetts having its principal 
business office at Seattle, Washington, 
filed application April 15, 1953, for 
an order permitting it to merge with 
The Washington Water Power Com- 
pany with the latter company to be 
the surviving corporation. 

The Washington Water Power 
Company (hereinafter generally re- 
ferred to as Washington), a corpo- 
ration organized under the laws of 
the state of Washington, having its 
principal business office at Spokane, 
Washington, filed application April 
15, 1953, for an order permitting it 
to merge with the Puget Company, 
Washington to be the surviving corpo- 
ration. Washington also filed simul- 
taneously an application for an order 
approving the issuance of common 
stock and $1.28 cumulative convertible 
preferred stock and the borrowing 
from banks of a sum not to exceed 
$45,000,000 to carry out the terms of 
the proposed merger. 

A joint agreement of merger was 
signed April 18, 1953, by the presi- 
dents and all or a majority of the 
directors of Washington and Puget 
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to become effective after its submis- 
sion, approval and adoption by two- 
thirds of the voting power of all stock- 
holders of both companies. 

The joint agreement of merger pro- 
vides that Washington will acquire 
all of the assets and assume all of the 
obligations of Puget and depending 
upon election made by Puget stock- 
holders Washington proposes to issue 
a certain number of shares of common 
stock without nominal or par value 
and $1.28 cumulative convertible pre- 
ferred stock, $25 par value, for the 
purpose of exchanging shares for the 
issued and outstanding common stock 
of Puget on the basis of one-half share 
of common plus one-half share of said 
preferred for each share of Puget’s 
common stock. Said preferred may be 
converted into common at the option 
of their holders at varying conversion 
price periods. If holders of Puget’s 
common elect to take cash rather than 
exchange shares, a maximum of $29,- 
401,353 may be used to retire said 
stock by cash payment at $27 a share. 
Another $15,000,000 in cash will be 
used to redeem Puget’s 10-year 3 per 
cent note to Metropolitan Life Insur- 
ance Company, due May 1, 1960, plus 
an amount necessary to meet the pay- 
ment of the one per cent call premium 
of $150,000 and accrued interest. To 
finance the foregoing cash require- 
ments a commitment agreement was 
signed between Washington and Guar- 
anty Trust Company of New York, 
Mellon National Bank and Trust 
Company, The Chase National Bank 
of the City of New York, and The 
National City Bank of New York 
whereby said funds will be loaned to 
Washington at a 3} 


rate per annum until April 30, 1954. 


per cent interest 
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The joint agreement of merger will 
automatically terminate if the holders 
of shares aggregating more than 50 
per cent of the presently issued and out- 
standing common stock of Puget shall 
have either elected to receive cash for 
their shares or shall have voted against 
approval and adoption of the joint 
agreement of merger. It also termi- 
nates if the merger is not consummated 
before 5:30 p.m., Pacific Standard 
Time, November 19, 1953. Provi- 
sions are made for the extension of 
said date. 

[1] Puget and Washington 
public service companies subject to the 
jurisdiction of this Commission. The 
rules governing transfers or purchase 
of property by public service compa- 
nies were promulgated by General 
Order No. FH-7493, dated Septem- 
ber 29, 1941. Said rules provide that 
the applications shall be denied if the 
Commission finds, upon examination 
of any application and exhibits, or 
upon a hearing, that the proposed 
transactions are not consistent with 
the public interest. Since the rule is 
stated in the negative, the applications 
may not be denied unless the Com- 
mission can find that the proposed 
transactions are not consistent with 
the public interest. 


are 


“The phrase ‘consistent with the 
public interest’ does not connote a pub- 
lic benefit to be derived or suggest 
the idea of a promotion of the public 
interest. The thought conveyed is 
merely one of compatibility 
It is enough if the applicants show 
that the proposed merger is compatible 
with the public interest.” Pacific 
Power & Light Co. v. Federal Power 
Commission (CCA9th 1940) 34 PUR 
NS 153, 155, 111 F2d 1014. 
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Washington, as the surviving cor- 
poration, contends that this joint 
agreement of merger is advantageous 
to employees, consumers, and in- 
vestors and is consistent with the pub- 
lic interest, and accordingly should be 
approved. Puget joins in the request 
for approval. Intervenors generally 
deny Washington’s contentions and 
affirmatively set forth and allege cer- 
tain matters hereinafter discussed. 
Several public witnesses presented 
opinion testimony and group resolu- 
tions as to the advantages and disad- 
vantages of the agreement. 

Puget is an electric company en- 
gaged principally in the business of 
generating, transmitting, and distrib- 
uting electric energy in the Western 
and Central sections of the state. It 
served a total of 168,991 customers 
as of December 31, 1952. Washing- 
ton is likewise engaged principally in 
the business of generating, transmit- 
ting, and distributing electric energy 
and serves in Eastern and Central 
Washington and Northern Idaho. As 
of December 31, 1952, it served 122,- 
751 electric customers of which ap- 
proximately 75 per cent were located 
in Washington and 25 per cent in 
Idaho. 


Power Considerations 

Puget and Washington have been 
interconnected for more than thirty 
years and they presently are intercon- 
nected and can interchange power 
through lines between Chelan and 
Wenatchee and Taunton and Renton. 
Adequate transmission facilities and 
interconnections, whether owned by 
one of applicants or others, exist and 
are available to the surviving corpo- 
ration to meet the needs of the con- 
sumers. 
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Applicant Washington contends 
that by the merger there will be an 
increase in firm load-carrying capabil- 
ity or dependable capacity over that 
of the individual applicants and al- 
leges that it comes from the diversity 
of resources, loads and stream flows 
between the two systems, although 
load diversities were not evaluated in 
its exhibits. 

Testimony and exhibits were of- 
fered by the applicants, intervenors, 
and independent engineers employed 
by the Commission pertaining to this 
matter of gain in dependable capac- 
ity and expected gain in power re- 
sources. 

In support of its position in this 
regard, Washington’s power witness 
presented Exhibit 10. The exhibit 
purports to show the net gain in de- 
pendable capacity or firm load-carry- 


ing capability obtained by merged op- 


eration over that of independent op- 
eration. Dependable capacity of a 
hydroelectric system is the maximum 
firm load which can be supplied under 
adverse water conditions. Firm load 
is that load which can be carried with 
no restrictions on duration or time of 
use. The exhibit contains six separate 
studies based on different assumptions 
as to the resources available to both 
the merged system and to the inde- 
pendent systems. The various studies, 
and assumptions underlying them, 
cover practically all the alternative 
possible resource and reserve situations 
that could arise in the foreseeable fu- 
ture. All studies reflect findings based 
on the adverse water year of 1936- 
1937 as well as on a median water 
year. The latter, though not being 
a true base for measurement of in- 
crease in dependable capacity, does rep- 


134 

















RE PUGET SOUND POWER & LIGHT CO. 


resent the most probable water con- 
dition and accordingly in a steam- 
hydro system is the most probable base 
for measurement of costs. Inasmuch 
as the studies require the transmission 
of both peak and energy between the 
Eastern area and the Western area 
over lines presently owned or leased, 
a limitation was placed in the studies as 
to the amount of power that would 
be transferred in determining this 
gain. In making the studies no con- 
sideration was given to the estimated 
future loads of either the merged or 
independent systems but they reflect 
the maximum loads that could be car- 
ried by their controlled production 
resources with or without assumed 
additional power sources. However, 
full consideration was given to the 
companies’ past load curves as well 
as to the estimated future shapes of 
load duration curves for both merged 
and independent operations. 

Applicant Washington’s witness 
claimed the difference in dependable 
capacity of the merged system over the 
sum of the independent systems’ de- 
pendable capacity represented an in- 
crease in firm load-carrying capability 
that would be obtained by merging the 
Washington and Puget companies 
into one company. It was his con- 
tention that the gain in dependable ca- 
pacity resulted from the Washington 
system being short of energy in rela- 
tion to its peaking capacity and the 
Puget system being short of peaking 
capacity in relation to its energy ca- 
pacity, and from the diversity of the 
stream flows in the adverse water year 
plus more efficient use of the seasonal 
storage reservoirs. 

Exhibit 11 as presented by Wash- 
ington’s witness shows his conclusions 
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as to the monetary value of the gain 
in load-carrying capability as deter- 
mined in Exhibit 10. However, no 
attempt was made to evaluate the gain 
as found in study F. Based on an 
assumed capacity cost of $9 per 
kilowatt year and an energy cost of 
two mills per kilowatt hour, the ex- 
hibit shows an annual power cost sav- 
ing of $1,553,936 to $829,340 for a 
median water year and $871,936 to 
a loss of $29,236 for an adverse water 
year under merged operation over that 
of independent operation. 

The intervenors’ witnesses con- 
tended the methods used in Exhibit 
10 were not sound and totally disre- 
garded the present Inter-Company 
Pool as a power resource. Further- 
more, they claimed that Exhibit 16, 
which was submitted by a Puget wit- 
ness, showed that company to be self- 
sufficient power-wise for the imme- 
diate future with very little excess 
power available when future load esti- 
mates are considered. Intervenors’ 
witnesses in their exhibits further 
claimed, that based on load and 
power estimates of the two companies 
as submitted to the Defense Electric 
Power Administration in 1952 and 
1953, there would be no resulting gain 
power-wise from merging the Puget 
and Washington companies. It was 
also contended that if there were to be 
any gain in capacity from the merger 
it could be obtained from a mutual 
benefit contract without the necessity 
of a merger. 

The witness appearing as a repre- 
sentative of an independent engineer- 
ing firm employed by the Commission 
to make an impartial analysis of the 
power phase of the proposed merger 
concurred with the findings of appli- 
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cant Washington’s Exhibit 10. He 
found the basic data as used to be 
correct, the assumptions reasonable 
and that the method used to compute 
the gain in dependable capacity or 
power resources conformed to good 
engineering practice. In evaluating 
the gain shown in Exhibit 10, the wit- 
ness used the average gain of the five 
studies and priced such out at the 
estimated cost of Cabinet Gorge power 
at $200 per installed kilowatt of ca- 
pacity. He then assumed a sale of 
dump power to the Inter-Company 
Pool under independent operations, a 
factor disregarded by applicant Wash- 
ington’s witness, and found an annual 
value of $1,118,000 for the gain in 
capacity. Using another method of 
evaluation the witness arrived at a 
net annual value of $831,000. 

Before considering the above claims 
of the various witnesses, it appears 
desirable to look at the organization 
and aims of the Northwest Power 
Pool and the Inter-Company Pool. 


Northwest Power Pool consists of 
eleven operating utilities including 


private, municipal and the Bonneville 
Power Administration. It encom- 
passes the Pacific Northwest area of 
Washington, Oregon, Idaho, Mon- 
tana, Utah, and British Columbia. It 
is a voluntary organization with the 
many transmission lines of the differ- 
ent utilities tied together, forming a 
large power grid. Through the pool 
all power production plants are oper- 
ated in a manner whereby a maximum 
of power output is obtained. It has 
been reliably estimated that this com- 
bined operation of power plants results 
in a gain of about 600,000 kilowatts of 
firm load carrying capacity for the 


pool. The Inter-Company Pool con- 
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sists of five private utilities; namely, 
The Washington Water Power Com- 
pany, Puget Sound Power & Light 
Company, Pacific Power & Light 
Company, Portland General Electric 
Company, and Mountain States Pow- 
er Company. It operates under a con- 
tract subject to an annual considera- 
tion of power cost distribution. This 
pool was set up primarily to utilize all 
available power and equitably share 
the cost of high-priced steam power 
and other resources. If any member 
of the pool should become self-suf- 
ficient as to power resources there is 
little assurance that such particular 
company would continue as a member 
of the pool. The Inter-Company Pool, 
except for limited power contracts 
through its members with Montana 
and Britsh Columbia companies, has 
no firm power contracts or resources 
and cannot be considered a continuing 
source of firm power. Certainly, be- 
ing based on contracts subject to re- 
negotiation from time to time, it can- 
not be considered for any fixed, long- 
term benefit. It also appears that the 
pool will exist only as long as all 
members find it to be advantageous 
and any special mutual contract be- 
tween two or more of the members 
would probably see an end to the pool 
as it now exists. 

About 74 per cent of Puget’s ca- 
pacity is obtained from 8 hydroelectric 
stations and 26 per cent is obtained 
from a steam electric plant at Shuffle- 
ton. Six of their hydroelectric sta- 
tions are fed from streams which flow 
down the west slopes of the Cascade 
Mountains. Another station at Tum- 
water is operated by Puget as agent 
for the Great Northern Railway Com- 
pany, owner, and is fed by streams 
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which flow down the east slope of the 
Cascades. Its eighth hydroelectric 
station consists of 4 units at 
Island on the Columbia river. live of 
the stations do not have sufficient 
storage reservoirs to store all of the 
water that is available and the Rock 
Island units are generally wide open 
under all water conditions. Washing- 
ton is exclusively a hydroelectric sys- 
tem with twelve generating stations 
located on streams which flow down 
the east slope of the Cascade Moun- 
tains and west slopes of the Bitterroot 
and Rocky Mountains. One station 
is glacial fed and some reservoirs are 


Roel 


of considerable size. The Puget sys- 
tem has energy in excess of its peaking 
capacity. Washington has peaking in 
excess of its energy capacity. The 
contentions are made that the genera- 
tion characteristics of these streams 
are such that power which is dump 
or surplus under independent opera- 
tion becomes firm under integrated op- 
eration and that Puget’s dump co- 
ordinated with Washington’s peaking 
changes the energy and peaking com- 
ponents into added load-carrying capa- 
bility or dependable capacity. 

The generating stations of the two 
systems are as follows: 





PUGET SOUND POWER & LIGHT COMPANY 
12 Months Ended 3/31/53 




















Installed Net Capa- Indiv. 
Cap. Kw bilityasof Sta. Max. 
(Name Plate Aug. 1, Hr. Gener- KWH Net 
Station Location Rating) 1952(KW) ation Generated 
Hydro 
Rock Island Columbia Riv. .. 60,000 80,000 81,970 619,081,020 
Baker River ge ne 31,200 42,000 42,400 257,036,950 
White River White Riv. . , 62,000 61,000 61,500 228,142,507 
Snoqualmie Falls Snoqualmie Riv. .... 20,300 22,000 21,750 135,294,440 
Electron Puyallup Riv. ...... 25,500 25,000 25,300 137,439,580 
Tumwater Wenatchee Riv. 6,000 5,500 5,850 36,620,000 
Nooksack Nooksack Riv. 1,500 1,700 1,680 13,417,242 
Olympia Deschutes Riv. ..... 1,750 1,100 1,147 5,110,191 
Total Hydro 208,250 238,300 241,597 1,432,141,930 
Steam 
Shuffleton Renton 70,000 85,000 84,900 290,633,600 
Total Hydro & Steam ........ 278,250 323,300 326,497 1,722,775,530 
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Net Capa- 12 Months Ended 12/31/52 
bility at Indi. 
Installed Time of ’52 Sta. 
Cap. Kw. System Max. Hr. 
(Name Plate Peak(Kw.) Gener- Kw. Hr. Net 
Station Location Rating) (11/24/52) ation Generated 

Long Lake Spokane Riv. 70,000 70,628 73,000 419,310,900 

Chelan Chelan Riv. 48,000 53,859 57,000 380,718,047 

Little Falls Spokane Riv. 32,000 33,930 36,000 187,772,600 

*Cabinet Gorge Clark Fork Riv. 100,000 64,856 123,000 144,051,000 

Nine Mile Spokane Riv. 12,000 15,974 18,000 99,476,777 

Upper Falls Spokane Riv. 10,000 9,965 11,000 75,978,000 

Post Falls Spokane Riv. 11,250 13,551 14,000 66,567,070 

Lewiston Clearwater Riv. 10,000 10,278 11,000 65,195,200 

Monroe Street Spokane Riv. .. 7,200 6,966 8,000 51,566,660 

Meyers Falls Colville Riv. ; 1,200 1,199 1,300 8,600,439 
Grangeville South Fork of Clear- 

water 1,000 1,195 1,200 4,058,820 

Dalkena Calispel Creek . 560 199 375 912,287 

Total Washington 303,210 282,600 353.875 1,504,207,800 


* Includes Two Units, One in Operation. 
plate rating. 


Diversity of resources is something 
that occurs between any two power 
plants or systems unless they are on 
the same stream and subject to the 
same conditions. Many of the stream 
flows have been recorded for at least 
twenty-two years. Noting the plants 
and streams set forth above it is to 
be seen that with certain exceptions 
no two plants are on the same stream 
and subject to the same conditions. 
The exceptions are a few small plants 
on the Spokane river. The historical 
stream flow data for the above stations 
were given effect in Exhibit 10 and 
the hydro capacity thereof was com- 
bined with Puget’s Shuffleton steam 
plant on load duration curves. In our 
opinion the methods used in the ex- 
hibit are sound and are in accordance 
with recognized engineering practices. 
Even though it be accepted, as con- 
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Ultimate, Four Units, Total of 200,000 kw. 


Name- 


tended by intervenors, that the adding 
of loads will affect the surplus or de- 
ficiency of either area this does not 
negate the validity of the method, for 
then the gain in capacity represents 
a decrease in required purchases. 

[2] As to the contention that the 
gain may be obtained by other means, 
intervenors propose that any such gain 
would be realized through what they 
refer to as mutual benefit contracts. 
There are significant distinctions be- 
tween such interchange contracts and 
the proposed integrated operation. 
We are not at all convinced that such 
contracts could be successfully negoti- 
ated or feasibly performed. Neither 
Washington nor Puget has indicated 
any inclination toward such a contract. 
In any event, that something may be 
accomplished in an alternate manner 
does not determine that what is pro- 
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posed is not compatible with the public 
interest. 

Intervenors urge that the pools, and 
the Inter-Company Pool in particular, 
must be recognized as a resource in 
evaluating any power gain from merg- 
ing the applicants. The latter is a 
voluntary organization and will con- 
tinue only as long as the five com- 
panies can agree on the terms and 
operations thereof. One of the ad- 
vantages and benefits of a pool is that 
it carries the reserves for its members. 
Even if it be assumed that the ad- 
vantages of diversity of resources, 
stream flows, controlling of seasonal 
storage reservoirs, etc., are utilized 
now through the operations of the 
Inter-Company Pool, it should be 
noted that the advantages and savings 
resulting from a pool operation can 
be permanently assured to state of 
Washington operations by the merger. 
As heretofore noted, the Inter-Com- 
pany Pool does not have the charac- 
teristics of a fixed, permanent arrange- 
ment. While the pooled operation 
does secure to the five members there- 
of some of the advantages and savings 
which the merged company will re- 
serve to itself, it should be noted that 
of the 1952 consolidated electric rev- 
enues of the two applicants, approx- 
imately 85 per cent were obtained 
from inside the state. Consequently, 
any benefits accruing from the merger 
will flow to a great extent to opera- 
tions in this state. 

[3] The record, in our opinion, 
would justify a finding of a prob- 
able, average gain in capacity of 
merged over independent operations, 
reasonably priced at about $1,000,- 
900 annually if operations are to be 
viewed separate and apart from the 
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pool arrangements. The fact is, how- 
ever, that such pool operations are 
presently in effect and will likely con- 
tinue for at least a limited, if not for 
a considerable, period of time. Under 
pool operations it is our opinion that 
the value of the gain will be sub- 
stantially less, much of the benefit 
being already realized. We fully rec- 
ognize the contribution that pool op- 
erations make. We also recognize, as 
heretofore noted, that the continuation 
of such pool operations is not assured 
for any definite period of time. Inas- 
much as we do not deem it possible 
to speculate as to the duration of the 
continuance of such pool operations, 
we do not deem it possible to deter- 
mine with any degree of accuracy the 
monetary consideration attaching to 
the gain in capacity that would result 
from the merger, nor do we deem it 
necessary to our decision herein to do 
so. That there will be such a gain 
is claimed by applicants, supported 
by impartial analysis, and admitted to 
some extent by intervenors. Substan- 
tiation is further accorded by noting 
that a gain in load-carrying capability 
is found from Northwest Power Pool 
operations from a study similar to 
Exhibit 10. We cannot, therefore, 
find that there will be a power disad- 
vantage in integrating the systems of 
Puget and Washington. 


Financial Considerations 
Considerable attention has been 
given by various witnesses to the pos- 
sible components of capital structure 
that might result from consummation 
of the proposed merger, and the esti- 
mated financial position of the merged 
company under each assumed resultant 
capital structure. The measure of op- 
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erating results wsed by such witnesses 
in estimating the financial position of 
the surviving corporation is the com- 
bined Washington and Puget 1953 
adjusted budget. In order to match 
results of operations with the most 
recent capitalization figures available, 
it is necessary to resort to the budgets 


Operating Revenue 
Operating Revenue Deductions 
Operating [expense 
Depreciation 
laxe 
Federal 
Other 


Income 


fotal Deductions 


Net Operating Income 
Other Income 
Cross Income 
Income Deductio 
Interest 
Other 
otal Income Deductions 
Net Income reflecting actual tax liability 


Federal tax on income deferred due to rapid amortization 


Net Income (Federal taxes normalized ) 
Apparently recognizing the imprac- 
ticability of relating estimated income 
carried down through earnings per 
share of common on the infinite num- 
ber of possible capital structure com- 
ponents that could result under the 
merger offer, the parties have pre- 
sented their studies on three bases, 
denominated by them as A, B, and C. 
The A basis assumes the holders of 
50 per cent of Puget stock will elect 


100 PUR NS 


rather than take actual operating re- 
sults for some prior period. 

Viewing first the 1953 budgets of 
Washington and Puget individually 
the following are the estimated operat- 
ing and income statements for the vear 
1953: 


Washington 
$22,052,000 


Puget 
$20,736,000 


$7,664,000 $8,936,000 
1,658,000 1,394,000 

820,000 2,790,000 
2,511,000 2,418,000 


$12,653,000 


$15,538,000 


$9,399,000 $5,198,000 


11.000 103,000 
$9,410,000 $5,301,000 
$2,754,000 $1,326,000 

39,000 54,000 


$1,380,000 
17,000 $3.921.000 


2.453.000 


$2,793,000 


p=,/ 


$6,6 


$3,921,000 


$4,164,000 
to take cash in exchange for their 
stock; basis B assumes the holders of 
25 per cent of Puget stock will elect 
to take cash ; basis C assumes that none 
of the holders of Puget stock will re- 
quire cash. 

On these three bases Washington 
presented its pro forma statement of 
estimated income for the year 1953, 
giving effect as of January 1, 1953, 
to the proposed merger as follows: 
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($000 omitted) 
Stockholders of Puget Electing to 
Take Cash 











50% (A) 25% (B) None (C) 
Operating Revenues $42,788 $42,788 $42,788 
Operating Revenue Deductions 

Operating and Maintenance Expenses , $16,600 $16,600 $16,600 
Depreciation . EN 3,052 3,052 3,052 
Taxes—Federal Income (Note 1) 3,036 3,303 3,571 
—Other 4,929 4,929 4,929 

Total (Note 1) $27,617 $27,884 

Net Operating Income (Note 1) $15,171 $14,904 

Other Income ... ; 114 114 
Gross Income (Note 1) $15,285 $15,018 $14,750 





Income Deductions 





Interest on Mortgage Bonds $2,882 $2,882 $2,882 
interest on Debentures 42 420 42() 
Interest on Bank Notes 1,882 1,368 853 
Other 93 93 93 
Total $5,277 $4,763 $4,248 

Net Income (Note 1) $10,008 $10,255 $10,502 
Preferred Dividends 697 1,045 1,394 
Balance for Common Stock $9,210 $9.108 


Number of Common Shares 





“arnings per share (Note 1) $2.92 

less reduction in taxes due to amortization of Cabinet 
(s,orge project $2.45. $2,453 $2.45. 
ilance for Common Stock—without tax benefit of 
amortization of Cabinet Gorge project $6,858 $6,757 $6,655 
irnings per share $2.38 $2.14 $1.94 
Note 1: The amount deducted tor Federal income taxes reflects a deferred amount of 


l-ederal income taxes for the period covered by this statement, resulting from the application in 
his period of its prorated part of the accelerated amortization, over a period of sixty months 
heginning with the month of January, 1953, of 65% of the depreciable cost of the Cabinet 
G,orge project as determined by the Commissioner of Internal Revenue. The amount of such 
leferred Federal income taxes applicable to the year 1953 is estimated to be $2,453,000, and 
the amounts shown on this statement as a deduction for Federal income tax and as total operat- 
ing revenue deductions are therefore less by said estimated amount, and the amounts shown 
on this statement as gross income and net income are therefore greater by said amount than 
uuld have been shown had the company not elected to apply such accelerated amortization. 








Intervenors arrive at substantially earnings per share figures, which they 
lower operating revenue figures, gross set forth as follows: 
income figures, net income figures and 
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IS TID vik na ckidied cw cececwactuwess 
Operating Revenue Deductions 
Operating and Maintenance Expenses 
Depreciation 
Taxes—Federal Income . 
—Other 


—Deferred by Accelerated Amortization .. 


Total 


Net Operating Income 
Other Income ... 


Gross Income 


Income Deductions 
Interest Ae 
Other Ty ea ee me 
Interest charged construction (Credit) 
Amortization of plant acquisition adjust 


Total 


Net Income ........ ; 
Preferred Dividends .............. 


Balance for Common Stock ... 


Number of Common Shares ... 
Earnings per share ...... 


It should be noted that both of the 
foregoing tables are based on the in- 
terim financing plan and do not give 
effect to the possible future methods 
of funding of the before-noted short- 
term bank loans that may be resorted 
to before April 30, 1954. 

However, it can be seen from the 
above that intervenors present a 
picture with greatly reduced earnings 
and earnings per share under A, B, 
and C than is presented by Washing- 
ton. The reason for this is that inter- 
venors propose certain adjustments be 
made to the budget figures of each 
company. 

[4] The first adjustment proposed 
is the reduction in Puget’s revised 
budget revenue figure by the amount 
of $1,025,000. This sum represents 
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($000 omitted) ~ 
Stockholders of Puget Electing to 
Take Cash 
50% (A) 25% (B) None (C) 

... $40,826 $40,826 $40,82¢ 
... $17,300 $17,300 $17,300 
isa 3,05: 3,052 3,052 
nee 1,61 1,882 2,150 
re 4,929 4,929 4,929 
2,453 2,453 2,453 
$29,349 $29,616 $29,884 
$11,477 $11,210 $10,942 
114 114 114 
$11,591 $11,324 $11,056 
$5,254 $4,740 $4,225 
a 93 93 93 
219 219 21° 
$5,566 $5,052 $4,537 
$6,025 $6,272 $6,519 
697 1,045 1,394 
$5,328 $5,227 $5,125 
2,886,881 3,159,116 3,431,350 
$1.85 $1.65 $1.49 


revenue collected by Puget in the year 
1953 as a result of this Commission’s 
order in Cause Nos. U-8597 and U- 
8598 (Dec. 1, 1952) whereby Puget 
was authorized to impose and collect 
an 11 per cent surcharge for a limited 
period starting in December, 1952, to 
compensate it for excess costs of steam 
encountered during the 1952 critical 
water period. The $1,025,000 figure 
included in the 1953 revised budget 
results from the application of that 
surcharge during the first part of the 
year 1953, which along with the sur- 
charge collected in the latter part of 
1952 has compensated Puget for the 
excess team charges incurred in the 
year 1952. Clearly the inclusion of 
that item of revenue as applicable to 
1953 operations gives a distorted pic- 
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ture for the reason that it has associ- 
ated with it none of the items of ex- 
pense incurred in the prior year which 
necessitated the application of the sur- 
charge. Inasmuch as the revenue item 
is thus disassociated from the corres- 
ponding expense item and cannot be 
considered in any sense to be a normal 
revenue item, the adjustment proposed 
by the intervenors must be accepted 
if it is to be portrayed that 1953 
iigures are representative of normal 
operations and present a relationship 
between revenues and expenses that 
may be expected to be experienced by 
the surviving corporation. 

[5] The next adjustment proposed 
by the intervenors whereby there re- 
sults a lower earnings and earnings 
per share figure than that shown by 
Washington is the elimination of 
$937,000 from Washington’s 1953 
budget. This figure represents the 
revenue calculated upon 1953 customer 
Statistics resulting from our order in 
Cause No. U-8398 (1953) 98 PUR 
NS 12, whereby Washington Water 
Power was granted a rate increase. It 
appears to be the position of the inter- 
venors that inasmuch as the rate in- 
crease granted therein was denomi- 
nated temporary, it likewise should be 
excluded if there is to be portrayed by 
the budget figures an estimate of rep- 
resentative future operations. In our 
aforesaid order we made it plain that 
the pro forma results of operations 
were influenced to such an extent by 
the placing into service of the Cabinet 
Gorge project, upon which estimated 
results only were available, that it was 
necessary that the rate increase be 
treated as temporary, subject to recon- 
sideration as actual results of opera- 
tions became available. It is clearly 


143 


the intent of that order that if the 
actual results were to coincide with the 
estimated pro forma results, the rate 
increase granted would continue. 
However, if Cabinet Gorge operations, 
or Washington’s electric operations in 
this state, were more remunerative 
than what we estimated, the rate in- 
crease would be subject to reduction 
or complete elimination. In accord- 
ance with the terms of that order and 
the proceeding therein we are now 
engaged in our examination looking 
toward a final determination by Feb- 
ruary of next year in that regard. 
We, of course, cannot herein speculate 
as to what might be developed as our 
investigation proceeds in that partic- 
ular cause, although intervenors in- 
dicate rather strongly that we should 
do so. In fact intervenors seem to 
suggest we arbitrarily make the adjust- 
ment proposed by them even though 
there is nothing in the record to sus- 
tain such an adjustment. It was 
brought out upon cross-examination 
of one of Washington’s witnesses that 
developing a 1953 pro forma rate of 
return statement in a manner consist- 
ent with that followed by us in our 
Cause No. U-8398, supra, indicates 
that upon electric operations in this 
state, Washington is making a rate of 
return of 5.6 per cent. This is under 
the rate of return found fair and rea- 
sonable by us in said cause. This 
would seem to confirm that on the 
record made herein no sound basis 
is presented for the elimination of this 
revenue item. Further, there is noth- 
ing to show that Washington’s 1953 
budget figures, in so far as the portion 
relating to electric operations in this 
state are concerned, if viewed for rate 
of return purposes in the same man- 
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ner as used in U-8398, supra, produce 
a rate of return in excess of a fair 
and reasonable one. Accordingly, we 
feel compelled to reject the inter- 
venors’ adjustment in this matter. In 
coming to this conclusion we cannot 
emphasize too strongly that we are 
drawing only on the facts of record 
herein and we do so without prejudice 
to whatever will be developed as our 
current investigation in U-8398, su- 
pra, continues. From what we have 
said, however, it would appear that 
if such temporary rate increase can 
be eliminated in 1954, it may only be 
because the operating revenue attrib- 
utable to Washington electric opera- 
tions will be in excess of such revenue 
attributable to those operations as in- 
cluded in Washington’s 1953 budget. 

[6] The next adjustment proposed 
by intervenors is one for $70,000 to 
give effect to a computation on an 
annual basis of the existing interest 
rates already attached to certain debt 
money. This adjustment appears to 
be sound. 

[7, 8] The fourth adjustment pro- 
posed by intervenors is in the amount 
of $219,000 by way of an income de- 
duction for the amortization of Wash- 
ington’s plant acquisition adjustment 
account. It appears that the figure 
more accurately should be $211,000 
but this variation is minor. Washing- 
ton is now amortizing its plant acqui- 
sition adjustment account by a direct 
charge against surplus, rather than 
as an income deduction and it is for 
the purpose of reversing this procedure 
that intervenors propose their adjust- 
ment. It is clear from the record that 
under the uniform system of accounts 
prescribed by us for electric compa- 
nies there is nothing improper about 
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amortizing this account by a direct 
charge against surplus. In fact, there 
would be nothing at all improper about 
charging the entire amount against 
surplus at one time in depicting esti- 
mated results of operations. Accord- 
ingly, we must reject the proposed 
adjustment. 

[9] The next adjustment made by 
the intervenors is to increase operat- 
ing expenses by $700,000 over that 
set forth in the budgets to reflect an 
added expense of increased pension 
costs. By the terms of the merger 
agreement Washington extends to Pu- 
get employees the benefits of Wash- 
ington’s present funded pension plan. 
The annual expense effect of such is 
variously estimated from $500,000 to 
$700,000 annually. There is no ques- 
tion but what the trend is, and has 
been for several years for business 
generally, including utilities, to extend 
funded pension benefits to their em- 
ployees. The expenses of supporting 
such plans are recognized as legitimate 
and allowable expenses. “The pri- 
mary purpose of establishing a pension 
plan is to deal in an orderly way with 
the problem of superannuation. 
Therefore, the costs of maintaining < 
fair and reasonable pension plan con- 
stitute a justifiable business expendi- 
ture. ” New England Teleph. 
& Teleg. Co. v. United States (DC 
Mass 1943) 52 PUR NS 303, 53 F 
Supp 400. We consider it possible that 
Puget, operating independently, will 
ultimately incur such an_ expense. 
The merger, in our opinion, merely 
precipitates this added pension cost. 
In view of the treatment by the courts 
of such pension costs as a legitimate 
operating expense and of the immedi- 
ate beneficial effect to be derived from 
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a funded pension plan by Puget em- 
ployees, we do not find that such ad- 
ditional expense would be incompat- 
ible with the public interest. There- 
fore, we do not believe it appropriate 
to make this proposed adjustment. 

As heretofore noted the date as 
set forth under the A, B, and C as- 
sumptions are on the basis of the 
interim financing plan. Intervenors 
set forth under each of the interim 
financing assumptions possible meth- 
ods of funding the short-term bank 
borrowings and otherwise adjusting 
the capital structure components by 
new security issues following the con- 
summation of the merger. Excluding 
the effect of certain proposed adjust- 
ments for reasons already discussed, 
or to be discussed in subsequent por- 
tions of this order, but applying the 
adjustments hereinbefore found prop- 
er to the sum of Washington’s and 
Puget’s adjusted 1953 budgets to de- 
termine resulting income and coverage 
figures both on the interim financing 
and intervenors’ assumptions of fund- 
ing under each basis there is derived 
the following : [See table on page 146. ] 

[10] Under all but one of the fore- 
going assumptions it becomes appar- 
ent that there is adequate coverage for 
Washington’s present dividend rate of 
$1.60 per share with a pay-out ratio 
ranging from 73 per cent to 90 per 
cent. It is only under assumption C 
refunded through the conversion of all 
the preferred to common that cover- 
age is inadequate to meet such a divi- 
dend without exceeding such range, 
but in the latter case it is noticed that 
the debt ratio of the surviving corpora- 
tion becomes reduced to 55.4 per cent. 
The record amply supports a debt 
ratio of 60 per cent for Washington 

[10] 
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if there be a 10 per cent preferred 
in the structure. The earnings per 
share of common under C refunded 
would increase of course, other things 
being equal, as Washington proceeded 
with additional financing in such a 
manner as to bring the debt ratio up 
to 60 per cent. 

The earnings per share 
shown in the foregoing table compare 
with the figures of $1.57 and $1.78 
for Puget and Washington, respective- 
ly, under independent operations based 
on their 1953 budgets when adjusted 
in the same manner as set forth in 
the preceding table. 


figures 


From the foregoing it cannot be said 
that there will be any impairment of 
the existing protection, under any 
assumptions, of any stockholder by 
reason of the consummation of the 
proposed security transactions. Nei- 
ther can it be found that the consum- 
mation of the transactions, under any 
assumption, would operate or even 
tend to impair the protection presently 
afforded to the holders of bonds, notes, 
or preferred stock. Clearly, the sur- 
viving corporation meets a criterion of 
having earning capacity to meet these 
burdens. We note that under all as- 
sumptions the earnings available per 
share are substantially the same or 
higher in the surviving corporation 
than in the independent companies. 

Though it is our opinion that the 
expense of extending Washington’s 
pension plan to Puget employees is not 
an item to be considered in determin- 
ing whether the proposed merger is 
compatible with the public interest, we 
have noted at the bottom of the tabula- 
tion on page 146, infra, the effect 
thereof per share of common under 
each assumption. It is to be seen that 
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even then it is only under Basis C 
refunded that a question as to dividend 
coverage arises and we have hereto- 
fore noted that the C refunded situa- 
tion need not be considered as a long- 
range probability. 

In these considerations attention 
must be given to the benefits to be de- 
rived from the deferral of Federal 
income taxes made possible by ac- 
celerated amortization allowed upon 
Washington’s Cabinet Gorge project. 
Such deferral as ordered by this Com- 
mission in Cause No. U-8620 (1953) 
98 PUR NS 526, represents accretion 
to the surplus account over and above 
any net income transfers thereto which 
have been considered in our view of 
the company’s net income results por- 
trayed herein. Although the funds are 
restricted as to use for the payment of 
dividends they have the eff_ct of mod- 
ifying what may otherwise be consid- 
ered under certain of the bases an 
excessive pay-out ratio and it will have 
the increasing effect, during the 5-year 
amortization period, of increasing the 
equity position in its relationship to 
total capital structure. 

We have heretofore indicated that 
a capital structure for the surviving 
corporation composed of 60 per cent 
debt, 10 per cent preferred, and 30 per 
cent common equity would be a rea- 
sonable one to aim at as a long-term 
proposition. It is possible that Puget 
stockholders may so exercise their op- 
tions as to cause the surviving corpora- 
tion to have capital structure compo- 
nents substantially different from what 
we would consider to be appropriate 
under a permanent plan of financing. 
It should be remembered, however, 
that the financing associated with the 
merger plan is on an interim basis 
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only, and the debt portion thereof is 
subject to refunding on or before April 
30, 1954. Washington has committed 
itself to the accomplishment of such 
funding as this Commission may at 
that time direct. Accordingly, we 
have it within our authority, not only 
under the public service laws of the 
state of Washington but also under 
the commitment of Washington, to 
consider further the matter of estab- 
lishing an appropriate relationship of 
capital structure components at that 
time. We do not feel that even under 
the most extreme debt situation that 
could arise in conjunction with the in- 
terim financing that is under Basis A, 
that the debt ratio will be so high as 
to constitute a financial hazard pending 
refunding. We note that the commit- 
ment agreement under which Wash- 
ington has available to it short-term 
bank advances to the extent of some 
$45,000,000 at 33 per cent was ex- 
tended at the same rate as recently 
as July 27, 1953. We also note that 
Washington has a commitment from 
a local bank whereby Washington may 
borrow up to $2,500,000 at 34 per 
cent. These commitments were made 
at favorable interest rates even though 
Washington’s existing debt ratio is 
67.6 per cent, which is only slightly 
less than the highest debt ratio that 
could result under the interim financ- 
ing associated with the proposed 
merger. 

Intervenors dwelt at some length 
on testimony directed to a showing 
that Puget’s stockholders would be 
well advised either to reject the pro- 
posed merger or to elect to take cash 
for their stock. Such conclusion was 
based upon the intervenors’ contention 
that the terms of Washington’s offer 
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are not fair to Puget stockholders on 
any other basis than a cash one. In- 
tervenors contend that the indicated 
market value of Washington’s com- 
mon stock (merged or independent) 
is substantially under $27 even though 
it has been selling at around that 
figure ever since it became listed fol- 
lowing divestiture by American Power 
and Light Company. The financial 
expert witness employed by the Com- 
mission to make an independent and 
impartial analysis of the financial as- 
pects of the proposed merger testified, 
however, that the terms of the merger 
advantageous to Puget’s 
It was his opinion that 


offer were 
stockholders. 
the market appraisal of Washington’s 
common stock was not unrealistic and 
that it would continue to sell at a price 
substantially equal to that following 
| Puget 


consummation of the 


stockholders have their option to take 


merger. 


$27 cash per share of the stock 


their 


they hold or to take one-half share 
each of Washington’s common and 
with conversion privileges 
If Puget stockhold- 


preferred 
on the preferred. 


ers exercise their option whereby 
more than 50 per cent of Puget’s com- 
mon stock require cash then by the 
terms of the merger proposal it be- 
comes void. It seems therefore that 
Puget stockholders have within their 
own control the means of weighing 
the advantages of the various alter- 
natives to them and can proceed with 
their own best interests in mind. 
Another matter which received 
extensive comment during the course 
of the proceedings has to do with what 
witnesses for the intervenors term debt 
potential. It has been pointed out 
that because of the comparatively low 


debt ratio of Puget, it has available 
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to it considerable borrowing capacity. 
The cost rate on debt money is, of 
course, much less than that on equity 
money. Because of this, the proposi- 
tion has been advanced that Puget is 
able to carry out an extensive expan- 
sion program with new debt money at 
a much lower rate than could the sur- 
viving corporation under the merger 
plan for the reason that the latter 
company would not have this debt 
potential, at least not to as great a 
degree. It is not contended by any 
party, however, that in so far as the 
effect on the ratepayer is concerned, 
the cost of incremental capital in itself 
is determinative of the rates that sub- 
scribers must pay for services rendered 
by a public service company. 
are determined in such a manner 
to yield to the company 
turn at least sufficient to 
ital costs of the entire capitalization, 
So wheth- 


Rates 
as 
a rate of re- 
cover all cap- 


the old as well as the new. 
er new capital is procured in the form 
of debt money or equity money, it is 
the cost of supporting the resultant 
capital structure that is important. 
There is no indication whatsoever from 
the testimony in this regard that given 
identical of structure 
components the cost of capital for the 
merged company would be greater 
than that for either Puget or Wash- 
ington independently. 


ratios capital 


However, on cross-examination of 
the expert financial witness employed 
by the Commission, evidence was given 
relative to the cost of capital to the 
surviving corporation under the A, 
B, and C situations, based on certain 
additional assumptions, compared to 
the combined cost of capital of Puget 
and Washington independently with 
capital structure components as they 
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then existed. The conclusion of the 
witness was that the former cost of 
capital would exceed the latter cost of 
capital. In developing the cost of 
capital for Puget and Washington 
independently, as well as the combined 
cost of capital for the two independent 
companies, the witness assumed as his 
cost of the equity portions thereof cost 
figures appearing in a table’ developed 
by a witness in the U-8398 Case 
(1953) 98 PUR NS 12, involving 
Washington. The same source for 
common equity costs was used in de- 
veloping the cost of capital for the 
merged company under bases A, B, 
and C. It should be noted that in 
the case of Washington and Puget 
independent no preferred stock exists, 
whereas in the merged company under 
the various bases preferred stock ac- 
counts for from 6.7 per cent to 13.4 
per cent of total capitalization. In our 
opinion no meaningful results are ob- 
tainable from the use of common 
equity cost figures taken from a table 
in which such equity cost figures are 
for 


developed particular 


equity ratios and apply those to cor- 


common 


responding common equity ratios in 
other capital structures without giving 
consideration to whether the remain- 
ing capitalization is represented en- 
tirely by debt or by both debt and 
preferred stock. It is apparent, how- 
ever, that this is what the 
did. It is only by reason of this that 
the witness could arrive at the con- 
clusion that the cost of capital to the 
merged company under each basis 
would exceed the cost of capital of 
the other companies, independent or 


witness 





1 Being page 63a of Exhibit 30 in Cause No. 
U-8398. Said table is attached as Appendix A 
of this order. 
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combined. To obain meaningful re- 
sults, comparing the cost of capital for 
the merged company under bases A, 
B, and C with the cost of capital for 
Puget and Washington independently 
or combined would require, among 
other things, consideration be given in 
determining the equity cost rate not 
only to the common equity ratio but 
also to the relationship between debt 
and preferred of the remaining cap- 
italization. Further, consideration 
should also be given to the fact that 
the preferred is convertible. 

Underlying this entire matter bear- 
ing on the question of cost of capital 
of the merged company under the A, 
B, and C bases that might arise during 
the period of interim financing is the 
fundamental fact that the interim 
financing plan is just that, an interim 
financing plan. At the time the com- 
pany undertakes permanent financing, 
it is the capital structure that will 
emerge therefrom that will more truly 
affect on a long-term basis the capital 
costs of the surviving corporation. 
As heretofore noted, the method of 
accomplishing such financing is sub- 
ject to our continuing jurisdiction. 
With that in mind we find nothing in 
the record on which we can hold there 
will be any severe impediments to the 
establishment of a capital structure 
which on a long-range basis will re- 
quire no higher servicing costs than 
would the capital structures of either 
Washington or Puget independently. 
Additional Maiters Requiring Con- 

sideration 

Washington has committed itself to 
enter into an agreement to retain pres- 
ent employees of Puget, except Puget’s 
president, executive vice president, 
treasurer, and temporary employees, 
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at not less than the present-pay levels 
for a period of two years. This com- 
mitment is a matter of record. Puget 
employees will be treated for purposes 
of position, advancement, discharge, 
and pension rights as if they had been 
employed by the surviving corporation 
during the period of their employment 
by Puget. Intervenors assumed that 
there is a differential in rates of wages 
for comparable positions between 
Washington and Puget employees and 
presented estimates tending to show 
an increase in wages may be required 
to standardize wages and positions 
when employees are united under one 
management. The analysis was based 
almost entirely upon a comparison of 
equivalent job titles instead of job 
descriptions. The evidence shows that 
intervenors gave insufficient consid- 
eration to responsibilities, qualifica- 
tions, seniority, shifts, vacations, 
equipment furnished, or working con- 
ditions of the individual companies to 
warrant the attaching of any probative 
effect to the estimates. 

The record includes testimony as to 
the condemnation expenses that may 
be incurred by the surviving corpo- 
ration. The point is made that such 
expenses should be considered as an 
expense of the merger. In the past 
both Puget and Washington have been 
faced with condemnation proceedings. 
Several of such proceedings are now 
pending against each company. 
Whatever the future expenses may be 
in that regard are not determinable 
unless we resort to speculation. To 
the extent that such expenses may be 
incurred by the merged company, it 
will only be because organizations 
with the right of eminent domain 
choose to exercise such rights. Should 
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the merger not be consummated and 
should Puget remain in existence as 
a private operating electrical utility, 
there is no probative evidence in the 
record to the effect that the condem- 
nation expenses to Puget and Wash- 
ington individually would be any dif- 
ferent, when viewed on a long-range 
basis, than what they would be to the 
surviving corporation if the merger 
be consummated. 

Washington’s president gave it as 
his opinion that within a year or a year 
and a half following consolidation, 
the merged company by not filling cer- 
tain vacancies created by normal per- 
sonnel terminations would probably 
have about 200 less employees than 
the two companies have today, result- 
ing in a saving in expenses of about 
$960,000 annually. No _ particular 
study was used as a basis for that 
opinion. The independent analysis 
made by the engineering firm employed 
by the Commission included a survey 
of the executive and administrative 
groups of the two companies and the 
reduction in personnel therein that 
could be obtained as a result of the 
merger, such reduction to be effect- 
uated over a period of time by taking 
advantage of retirements, resignations, 
and other normal separations. A pos- 
sible reduction in expenses of $170,000 
annually is indicated by this latter 
study. We will give no particular 
effect to these two figures in determin- 
ing whether the granting of the instant 
applications would be compatible with 
the public interest except to note that 
they are entitled to as much probative 
effect as are the figures given by the 
intervenors in respect to wage equali- 
zation and condemnation expenses, 
and accordingly would be entitled to 
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be viewed as offsetting items. In addi- 
tion there are other indicated savings 
that should be experienced flowing 
from corporate utility simplification 
resulting in a reduction of auditing 
and legal expenses, elimination of ex- 
pense of one board of directors, reduc- 
tion of expenses due to consolidation 
of dividend checks, and reports to 
stockholders, etc. 

Throughout the record there has 
been some discussion indicating that 
both Puget and Washington may be 
called upon to change their present 
depreciation practices and adopt the 
straight-line method of depreciation. 
The record indicates that to do so 
would increase Washington’s annual 
depreciation expense by about $200,- 
000 a year and might increase Puget’s 
annual depreciation expense by as 
much as $700,000 a year. We fail to 
find any evidence within the record 
showing that if the merged company 
incurred such an increased expense on 
account of changed depreciation prac- 
tices that expense should not sim- 
ilarly be incurred by each company 
under individual operations. There- 
fore, such possible increased expense, 
should it materialize, cannot be con- 
sidered as attributable to the merger. 

No effect can be given herein to the 
testimony presented as to upstream 
benefit charges. It appears that where 
a utility builds an upstream project 
that contributes to or benefits a down- 
stream utility project, the latter util- 
ity may be required to pay certain 
charges to the upstream utility owner. 
At the present time these matters as 
they affect Washington and Puget are 
being discussed with the appropriate 
authorities and the charges that may 
be incurred are highly speculative. In 
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any event, to the extent that they may 
be assessed in the future it appears 
that such will be done regardless of 
whether the merger applications are 
granted or denied. Accordingly such 
expenses cannot be said to be a possi- 
ble result of the merger. 


A witness for the intervenors pre- 
sented testimony by which it was in- 
dicated the surviving corporation 
would incur an annual expense of $65,- 
000 in the operation of its Rock 
Island units over and above the ex- 
pense which Puget would incur. 
Presently Puget operates not only its 
own facilities there but, pursuant to an 
operating agreement, also acts as op- 
erator of the additional units recently 
added by Chelan Public Utility Dis- 
trict No. 1. The district has given 
notice it will not consent to an assign- 
ment by Puget of the operating agree- 
ment. For the surviving corporation 
to lose the benefits of such agreement 
and operate its own units separately, 
it is contended, will give rise to the 
added item of expense. However, 
Washington’s president has testified 
his company is willing to execute a 
similar agreement with the district 
whereby the latter will be the operator 
of the entire project. It thus appears 
that no basis lies for giving effect to 
this proposed item of increased ex- 
pense. 

The question was raised during the 
proceedings relative to representation 
of the Puget Sound area on the board 
of directors of the surviving corpora- 
tion. Washington's president stated 
that he had discussed this matter with 
Washington’s board of directors. As 
a result thereof he said he will propose 
at the first meeting following the mer- 
ger, if consummated, that membership 
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on the board be enlarged and repre- 
sentation thereon be given the west- 
As to the operations of the 
surviving the 
testified that there will be a top execu- 
tive with full authority to handle all 
matters that arise in the operation of 
the company in the territory now 
served by Puget and that the territory 
will continue to be operated by peo- 
ple in the area. 

[11, 12] Intervenors raise the 
point that the proposed merger will 
result in a monopoly in the field of elec- 
tric power in this state. 


ern area. 


corporation witness 


As we un- 
derstand the contention it is not that 
a monopoly in contemplation of law 
will result, but rather that too great 
a percentage of private electric opera- 
tions in this area will be placed under 
one management. Whether _ the 
relationship of the merged compa- 
ny itself toward the public will be 
contrary to the public interest, as 
that phrase is interpreted in law, 
cannot be tested by mere size or per- 
centage comparison, but rather by 
ascertaining if the surviving corpora- 
tion can be required to render ade- 
quate service at reasonable rates. We 
cannot find that the surviving corpora- 
tion will be unwieldy or will restrict 
regulatory functions. To say that a 
monopoly is fostered and people will be 
subject to a power trust by permitting 
the merger of Puget and Washington 
does not recognize existing conditions 
and is inconsistent with the express 
intent and purpose of the law subject- 
ing the actions of public service com- 
panies to immediate regulation by this 
Commission. 

[13] Allegations were made by cer- 
tain intervenors that the public utili- 
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ty districts are better able to supply 
electric power and to finance addi- 
tional generating plants than are pri- 
vately owned electric utility compa- 
nies. What may be the practical effect 
in that particular is not here for our 
consideration as it is not material to, 
nor does it determine, whether grant- 
ing of the applications of these two 
public service companies, whereby one 
private utility would be substituted 
for two private utilities, would or 
would not be compatible with the pub- 
lic interest. 

[14] Considerable testimony was 
presented by intervenors as to Puget’s 
ability to continue as an operating 
utility. Puget, however, submitted an 
application for approval to merge with 
Washington, presented facts, and con- 
cluded with the request that its appli- 
cation be granted. That Puget may be 
in a position to continue as a utility 
is not determinative of the question 
whether the proposed merger is com- 
patible with the public interest as long 
as the merger itself is not inconsistent 
with the public interest. 

Evidence was presented as to the 
present difference in rate structures of 
the two companies. Although some 
concern has been expressed that the 
surviving corporation may impose 
rates in the Puget Sound area less 
favorable to subscribers therein than 
would be in effect under Puget opera- 
tions, we note that any adjustment in 
rates cannot be accomplished without 
our review and approval. In the first 
place, we are not at all convinced that 
compelling reasons exist requiring 
equalization of rates throughout the 
serving area if the merger is carried 


out. Further, if such compelling rea- 
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sons may hereafter be found to exist, 
it will be within our jurisdiction to de- 
termine the means whereby such equal- 
ization is accomplished. The statu- 
tory requirements that electric rates be 
just and reasonable would remain un- 
changed by the merger. 

[15] In considering the many 
matters hereinbefore discussed, the 
purpose of our analysis has been to de- 
termine whether the legal test of com- 
patibility with the public interest is 
met. There is, however, one highly 
important aspect of the proposal 
which in our opinion constitutes an af- 
firmative showing of promotion of the 
public interest. It has now become a 
matter of common knowledge, amply 
supported by the record, that we in 
this area face, as we have in the recent 
past, a possible serious power situation 
and the need for the development of ad- 
ditional power sites and resources is a 
matter of first concern. Both Wash- 
ington and Puget have given consid- 
erable attention to the development of 
hydro sites that may be available to 
them, and some thought has likewise 
been given to additional steam re- 
sources. As to the steam projects and 
some hydro facilities it appears that 
the construction of the same is well 
within the financial capability of either 
company. The development of hydro 
sites offering the greatest power pro- 
duction, however, may call for expendi- 
tures of money in such sums as to ren- 
der it uncertain that either company 
could undertake them individually. 
Preliminary investigation, for exam- 
ple, by Washington at Noxon Rapids 
upstream from the Cabinet Gorge 
project on the Clark Fork river indi- 
cates the existence of a potential pow- 
er site for a project having a capa- 
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bility of 350,000 kilowatts. Estimates 
in the record indicate the cost of such 
a project, including incremental trans- 
mission and distribution lines, to run 
at about $300 kilowatt, or more than 
$100,000,000 for the project. At the 
present time Puget has a total capital- 
ization of approximately $90,000,000 
and Washington has a total capitaliza- 
tion of about $114,000,000. It is far 
from certain that either of these com- 
panies individually could take on the 
financing of such a large resource. 
Merged, however, with total capital- 
ization in excess of $200,000,000, fi- 
nancing of such a project would be 
much more feasible and more likely of 
accomplishment. While we are not at 
all convinced that a company with a 
$200,000,000 total capitalization may 
attract capital at any particularly lower 
cost than can a company with a total 
capitalization of approximately half 
that, we are convinced not only from 
the facts of record but also from our 
own experience with the growth of all 
utilities in this area that a larger util- 
ity may attract larger amounts of capi- 
tal than can a smaller one. It is not 
only in the interest of the public di- 
rectly served by Puget and Washing- 
ton that increased electrical resources 
be added but it is also in the public 
interest of the entire area. We are 
of the opinion that consummation of 
the merger would promote the public 
interest due to the fact that the merged 
company would be in a better position 
to attract the amounts of capital 
needed to develop additional sources 
of power, particularly those projects 
requiring the more sizable expendi- 
tures of capital. 
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Findings 

1. Puget Sound Power and Light 
Company and The Washington Water 
Power Company operate electric 
plants in this state for the generation, 
transmission, distribution, and sale of 
electricity for hire, and accordingly 
are electric companies and_ public 
service companies subject to the juris- 
diction of this Commission. 

2. Washington and Puget are 
physically interconnected. Washing- 
ton has peaking capacity in excess of 
its energy capacity; Puget has energy 
capacity in excess of its peaking ca- 
pacity. Combining diversity of re- 
sources increases over-all usable ca- 
pacity. Without arriving at any 
dollar gain as a result of combining 
such diversity of resources, it is clear 
there are no power disadvantages 
which would arise as a result of mer- 
ger consummation. Accordingly from 
a consideration of power effects of the 
proposed merger, consummation there- 
of is consistent with the public inter- 
est. 

3. There is no evidence of record in- 
dicating that consummation of the pro- 
posed merger will in any way cause a 
deviation from the practices and stand- 
ards now employed by each applicant 
in rendering electric service. Accord- 
ingly, from a consideration of its ef- 
fect on service to consumers, con- 
summation of the proposed merger 
is consistent with the public interest. 

4. The data shown in the tabula- 
tion on page 146 of this order reflects 
the two extreme ratios of capital struc- 
ture components, as well as the mean 
thereof, that may result from consum- 
mation of the proposed merger; also 
possible means of funding short-term 
bank obligations in connection with ef- 
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fectuating such merger. Further, said 
tabulation reflects, from the best evi- 
dence of record, the probable result 
of operations thereunder adjusted to 
give appropriate effect to those mat- 
ters attributable to the merger. The 
resultant figures for earnings per share 
of common, times interest earned, 
gross income as a percentage of capi- 
tal structure, and balance for com- 
mon equity as a percentage of common 
equity likewise are representative of 
the probable results to be obtained. 

5. As shown by said tabulation and 
considering all other matters of rec- 
ord, viewing the estimated results of 
operations of the surviving corpora- 
tion under the aforesaid range of 
possible resultant capital structure 
compositions, consummation of the 
proposed merger will not impair the 
protection of any stockholder, bond- 
holder, or creditor of either of the 
applicants or of the surviving corpora- 
tion. 

6. As shown by the aforesaid tabu- 
lation the estimated results of opera- 
tions of the surviving corporation are 
such that no different level of rates for 
electric service, than those required un- 
der independent operations, is indi- 
cated as a result of, and attributable 
to, the merger. Further, there is no 
impediment to the establishment by 
such company through permanent fi- 
nancing following completion of the 
merger, of a reasonable capital struc- 
ture composition that would carry no 
higher costs of capital than would be 
applicable to the individual compa- 
nies. 

7. No evidence is of record tending 
to show that employees of the respec- 
tive applicants will be adversely af- 
fected by consummation of the 
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merger and accordingly accomplish- 
ment thereof will not be detrimental to 
their interests. 

8. Asa result of the foregoing find- 
ings, consummation of the proposed 
merger is not detrimental to the 
interests of investors, consumers, or 
employees and is consistent with the 
public interest and should be approved. 

9. The surviving corporation will 
have a total capitalization in excess of 
$200,000,000, compared to a capital- 
ization of approximately $90,000,000 
and $114,000,000 for Puget and 
Washington, respectively. The sur- 
viving corporation, because of its en- 
larged capitalization compared with 
the individual companies, will be in 
a position to attract larger sums of 
capital than would either company 
independently. Therefore, the surviv- 
ing corporation will be better able to 
undertake the development of hydro 
facilities with large capacities and con- 
sequent higher required investment 
than could either of applicants. Since 
consummation of the merger will have 
such an effect it will thereby promote 
the public interest and should be ap- 
proved. 

10. Upon consummation of the pro- 
posed merger the surviving corpora- 
tion should be required to file with 
this Commission a notice of adoption 
of Puget’s then current tariff provi- 
sions for application in Puget’s service 
area, as constituted the preceding day. 
It should further be required to abide 
by such tariff provisions in such area 
until otherwise ordered by this Com- 
mission. 

11. The proposed issuance by 
Washington of up to and including 
1,088,939 shares of common. stock 
without par value and of up to and in- 
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cluding 1,088,940 shares of $1.28 cu- 
mulative convertible preferred stock 
with the par value of $25 per share, 
as set forth in Washington’s applica- 
tion, is for a legal and proper pur- 
pose and the issuance thereof will be 
consistent with the public interest, and 
accordingly authorization for such 
should be given. Likewise, the pro- 
posed short-term bank borrowings of 
not to exceed $45,000,000, as set forth 
in Washington’s application, are for a 
legal and proper purpose and the in- 
curring thereof will be consistent with 
the public interest, but by the provi- 
sions of RCW 80.08.060 Commission 
consent therefor is not required. 


ORDER 


1. Puget Sound Power and Light 
Company is hereby authorized to 
merge with The Washington Water 
Power Company, the latter company 
to be the surviving corporation, and 
The Washington Water Power Com- 
pany is hereby authorized to merge 
with Puget Sound Power and Light 
Company, the former to be the sur- 
viving corporation, in accordance with 
the terms of Exhibit 7 of the record 
herein, being the Joint Agreement of 
Merger under date of April 8, 1953, as 
the same has been or may hereafter 
be extended as to termination date by 
mutual consent of applicants in the 
manner therein provided. 

2. The Washington Water Pow- 
er Company is hereby authorized to 
issue up to and including 1,088,939 
shares of common _ stock without 
nominal or par value, and up to and 
including 1,088,940 shares of $1.28 
cumulative convertible preferred stock 
of a par value of $25 per share as de- 
scribed in its application and amend- 
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ments thereto and for the purposes 
therein specified. 

3. As soon as possible after all the 
necessary facts are known The Wash- 
ington Water Power Company shall 
file with Commission a statement, un- 
der oath, showing in reasonable de- 
tail the number of of com- 
mon and preferred stock issued, and 
the proceeds received and disposition 
thereof from the borrowing of money 
pursuant to the short-term bank notes, 
including the actual miscellaneous 
expenses incurred. 


shares 


4. Upon consummation of the pro- 
posed merger the surviving corpora- 
tion shail file with this Commission 
a notice of tariff adoption as referred 
to in Finding 10. 

5. The foregoing authorizations are 
without prejudice to the authority of 
this Commission with respect to rates, 
services, accounts, valuations, rate of 
return, estimates, or determinations of 
cost or any matter whatsoever which 


may come before this Commission, and 
nothing in this order shall be con- 
strued as an acquiescence by this Com- 
mission in any estimate or determina- 
tion of cost or any valuation of prop- 
erty claimed or asserted. 

6. Jurisdiction is retained to effect- 
uate the provisions of this order. 


APPENDIX A 


Average Relationship between Average Earn- 
ings-Price Ratio and Average Common 
Stock Equity Ratio Selected Electric 
Utilities 1948-1950 


(1) (2) (3) (4) 
Excluding Estimate 
Common Selected Selected for 
Stock Pacific Pacific Washington 
Equity N.W. N.W. Water 
Ratio Companies Companies Power 
25.0 11.60 13.80 12.70 
30.0 9.60 11.50 10.55 
35.0 8.50 10.20 9.35 
40.0 7.80 9.40 8.60 
45.0 7.40 8.80 8.10 
50.0 7.00 8.40 7.70 
55.0 6.80 8.10 7.45 
60.0 6.60 7.90 7.25 
65.0 6.50 7.70 7.10 
70.0 6.40 7.60 7.00 
75.0 6.30 7.50 6.90 
80.0 6.20 7.40 6.80 
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Shiftar Brothers, Incorporated 


Northern States Poew Company 


2-U-4047 
August 11, 1953 


"Pegnemne by customer against classification of electric 


service; dismissed. 


Rates, § 358 — Electric service — Rural and commercial classification. 
1. A corporation engaged in farm operations has no legitimate complaint 
against its being classified as a commercial customer upon obtaining 3-phase 
electric service, where the electric company’s rules make such service avail- 
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able in rural areas to commercial customers only, even though an employee 
of the company had misrepresented to the corporation that 3-phase service 
would be made available at the farm-service rate, p. 158. 


Rates, § 234 — Service classifications — Effect of employee's error. 
2. The error of a utility employee in answering a customer’s request for rate 
information does not change or make ineffective the filed rules of a public 
utility setting forth available rate classifications, p. 158. 


Damages, § 2 — Commission jurisdiction — Misrepresentation of rates by employee. 
3. If a farm customer of an electric utility is damaged by the misrepresenta- 
tion of a company employee as to the lawful rates available for 3-phase 
service, the customer’s remedy is not adjudication by the Commission, p. 


158. 


3y the Commission:  Shiftar 
Brothers, Incorporated, La Crosse, on 
May 14, 1953, requested the Commis- 
sion to hold a hearing on their com- 
plaint that electric service to their 
dairy farm outside the La Crosse city 
limits is incorrectly classified by 
Northern States Power Company as 
rural commercial rather than as farm 


service. The complaint will be dis- 
missed. 
APPEARANCES: Shiftar Brothers, 


Inc., complainants, by Joseph Shiftar 
and by George Thompson, Attorney, 
La Crosse; Northern States Power 
Company, respondent, by J. S. Mc- 
Millan, Vice President, and Bailey 
Ramsdell and G. M. Carroll, Attor- 
neys, Eau Claire. 


Finding of Evidentiary Facts 


Shiftar Brothers, Incorporated, op- 
erate a dairy farm and a dairy near 
the city limits and outside the city of 
La Crosse. The business conducted 
from the complainant’s 200-acre farm 
includes production and processing of 
dairy products and wholesale and re- 
tail sales of items usually sold by 
dairies engaged primarily in sale and 
delivery of whole milk to ultimate 
consumers. 
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Electric service to the farm and 
dairy is and has in the past been me- 
tered in one place. Prior to about 
October 31, 1952, single-phase service 
was furnished, and since that date 3- 
phase service has been available. 
The 3-phase load is approximately 7 
kilowatts of an estimated total load 
of 17 kilowatts. The contract for 3- 
phase service includes a provision for 
minimum revenues of $600 a year for 
each of the first three years. 

The complainant was informed by a 
company representative that the Rural 
Commercial Rate would be higher 
than the farm rate but that the com- 
plainant could continue on the farm 
rate, or there was an implication to 
that effect. The first bill for service 
after the installation of 3-phase serv- 
ice was computed at the rural com- 
mercial rate. The customer complained 
and was allowed a credit for the dif- 
ference between the commercial rate 
and the farm rate. The utility em- 
ployee who informed the complainant 
that the farm rate would be available 
was also responsible for the credit 
discussed above and was subsequently 
reversed by the company’s accounting 
department. 

The company’s filed rules include 
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the following definitions of farm and 
rural-commercial customers: 

“Farm customer as used herein re- 
fers to a consumer of electrical energy 
who is engaged primarily in agricul- 
tural pursuits, including farming, gar- 
dening, stock raising, poultry raising, 
and dairying. 

“Rural commercial customers shall 
include customers engaged in the 
operation of commercial pursuits 
such as the operation of country 
stores, garages, filling stations, cream- 
eries, cheese factories, taverns, camps, 
hotels, resorts, and like enterprises, 
and requiring energy for light, heat or 
power.” 

The rule setting forth the type of 
service available in rural areas fol- 
lows: 

“The service to be furnished under 
these rates, rules, and regulations shall 
be nominally 115-230 volts, 60-cycle, 
single-phase, except that primary 
voltage and 3-phase service are avail- 
able under the rate for Rural Com- 
mercial Service subject to the com- 
pany’s general extension policy but not 
under these rules and regulations.” 


Opinion 

[1-3] Because of the nature of 
operations carried on by Shiftar 
Brothers, Incorporated, which include 
farming, processing of farm products, 
purchasing of farm products, and re- 
tail and wholesale sales, it would be 
possible to classify the customer as 
either farm or commercial, but the 
general practice would be to classify 
such a customer as a commercial-serv- 
ice electric customer. The complain- 
ant was served on the farm rate until 
3-phase service was made available; 
and the company’s rules make such 
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service available, in rural areas, to 
commercial customers only. Shiftar 
Brothers’ electric service can prop- 
erly be classified as rural-commercial 
service, and no other classification is 
available for service as now supplied. 

As a result of errors or carelessness 
of an employee of the Northern States 
Power Company, the complainant 
was allowed to believe that 3-phase 
service would be made available at the 
farm-service rate. Errors of a utility 
employee do not change or make in- 
effective the filed rules of a public util- 
ity. Other customers with comparable 
electric service are paying for service 
at the rural-commercial rate, and to 
change the application of rates to the 
complainant would result in unreason- 
able discrimination unless similar cus- 
tomers were furnished 3-phase service 
at the farm rate. To make 3-phase 
service available on the farm rate could 
lead eventually to higher farm-service 
rates for a type of service not generally 
needed for farm purposes. 

The Public Service Commission has 
power to require the utility to apply 
its rates as filed, but there is no viola- 
tion to filed rates and rules as pres- 
ently applied to electric service of 
Shiftar Brothers, Incorporated. If the 
complainant was damaged and is being 
damaged by misrepresentation of the 
lawful rates and rules made by an em- 
ployee of the Northern States Power 
Company, the remedy is not adjudica- 
tion by the Public Service Commis- 
sion. 


Findings of Ultimate Fact 
The Commission finds: 
1. That the electric service fur- 
nished to Shiftar Brothers, Incorpo- 
rated, of La Crosse, by the Northern 
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States Power Company is properly 
classified as rural-commercial service 
in accordance with filed rules of the 
respondent. 


Conclusion of Law 


The Commission concludes : 

That the Commission has authority 
under §§ 196.02, 196.03, 196.22, and 
196.26, Statutes, to dismiss the com- 


plaint herein pursuant to the above 
findings of ultimate fact. 


ORDER 


The Commission therefore orders: 

That the complaint of Shiftar 
Brothers, Incorporated, La Crosse, 
against the Northern States Power 
Company, Eau Claire, be and hereby 
is dismissed. 





FEDERAL POWER COMMISSION 


Re Ohio Fuel Gas Company 


Docket Nos. G-1786, G-1965 
September 8, 1953 


PPEAL from ruling of presiding examiner denying motion 
i \ to exclude evidence; ruling affirmed. 


Rates, § 648 — Admissibility of evidence — Proposed depreciation adjustments. 
Testimony and evidence relating to issues raised by proposed adjustments 
by the staff of the Federal Power Commission to depreciation reserves 
of a natural gas company, as well as deficiencies in depreciation reserves as 
recorded on the company’s books, are properly admitted in evidence to show 
the factual basis for fixing accrued depreciation in the plant account and 
the annual amount for depreciation expense for the future, in determining 
the cost of service in establishing prospective rates for the sale of gas. 


* 





By the Commission: On June 30, 
1953, The Ohio Fuel Gas Company 
(Ohio Fuel) appealed to the Commis- 
sion from a ruling of the presiding 
examiner made on June 29, 1953, 
denying a motion filed by it on June 
16, 1953, entitled “Motion for a Limi- 
tation of Issues and Exclusion of Evi- 
dence with respect to Matters Outside 
the Issues Germane to this Proceed- 
ing.” By said motion, Ohio Fuel 
sought to exclude from the pending 
proceeding all testimony and evidence 
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relating to issues raised by proposed 
adjustments by the staff to Ohio Fuel’s 
depreciation reserves from and after 
January 1, 1945, as well as deficiencies 
in depreciation reserves as recorded on 
Ohio Fuel’s books. 

The evidence sought to be excluded 
includes a showing that in the period 
from 1945 through 1951 the deprecia- 
tion in Ohio Fuel’s production and 
transmission properties as recorded on 
its books became deficient by approxi- 
mately $5,800,000; and that by No- 
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vember 30, 1952, the deficiency had 
increased to $6,800,000. 

The elimination of the evidence 
which Ohio Fuel seeks to have ex- 
cluded would remove the factual basis 
both for fixing the accrued deprecia- 
tion in the plant account and the annu- 
al amount for depreciation expense for 
the future in the determination of the 
cost of service in establishing pros- 
pective rates for the sale of gas. 

Questions concerning the adequacy 
of annual charges for depreciation and 
of accrued depreciation are primarily 
questions of fact. Evidence which 
Ohio Fuel seeks to exclude shows, 
prima facie, that an extraordinary 
situation brought about by a program 
of reconstruction undertaken by Ohio 
Fuel resulted in the apparent dissipa- 
tion of the company’s reasonable re- 


serves for depreciation. The Commis- 
sion must know, on the basis of a full 
record, what the facts are if it is to 
deal adequately and effectively in pro- 
viding reserves for the retirement of 
all depreciable property when the end 
of its useful life has been reached and 
to fully protect all segments of the 
public against the dissipation of prop- 
erty without maintaining and preserv- 
ing adequate depreciation reserves. 

Upon full consideration of the mat- 
ters involved in this appeal, we con- 
clude that the presiding examiner cor- 
rectly and properly denied Ohio Fuel’s 
motion. 

The Commission orders: 

The ruling of the presiding exam- 
iner denying Ohio Fuel’s motion be 
and the same is hereby affirmed. 
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Alabama Power Considering 
$1,000,000,000 Expansion 


LABAMA Power CoMPANY is considering a 

$1,000,000,000-plus expansion program. 

President L. M. Smith said the plan is be- 
ing considered because the growth of Alabama 
over the next several years will require vast 
increases in power production. 

Alabama Power Company now serves 517,000 
customers and expects to have well over 700,- 
000 by 1975. 

Sales of kilowatt hours, which have been 
more than doubling every 10 years, are expected 
to soar to around 25,000,000,000 kw annually 
from the 5,000,000,000 kw sold during the 12 
months ended June 30, 1953. 


PG&E Uses TV for Efficiency 
In Power Plants 


°T aris is being used to save time and 
increase efficiency in the operation of Pacific 
Gas and Electric Company’s Moss Landing 
and Contra Costa steam plants. These installa- 
tions are among the first few of their kind in 
the nation, according to P. G. and E. engi- 
neers. 

The system is known as “closed circuit TV” 
and enables the powerhouse operators to look 
inside the fiery-hot boiler furnaces from the 
control room in another part of the plant. 

Oil and natural gas are used interchangeably 
as fuel in the furnaces. Natural gas is used in 
the furnaces when the demands of P. G. and E. 
gas customers are less than the system supply. 
When the entire system supply is required to 
serve customers, the station operators switch 
the boilers to fuel oil from a battery of big 
storage tanks. 

This switchover may occur on short notice 
several times a day as customers’ demand for 
natural gas rises and falls. Formerly, accord- 
ing to the company’s engineers, each of the 12 
burners in a boiler had to be changed from one 
fuel to the other individually while employees 
stationed at the boiler checked the operation. 
The process took 25 minutes or more for each 
boiler. 

Now, with television, the operator in the con- 
trol room is able to look inside the distant boiler 
and can change all the burners at once in a 
period of five or six minutes. The television 
cameras are set against a window in the wall 
of the boiler and are protected from the intense 
heat—which ranges up to 3,000 degrees Fahren- 
heit—by a high-pressure blast of cold air blow- 
ing across the window. 


Industrial Progress 


A digest of information on new construction by pri- 

vately managed utilities; similar information relating 

to government owned utilities; news concerning prod- 

ucts, supplies and services offered by manufacturers ; 
also notices of changes in personnel. 





Arizona Public Service Plans 
$14,000,000 Plant 


). ge Pustic Service CoMPANY will build 
a new 100,000 kilowatt steam generating 
plant to meet future power needs of the state, 
it was announced in Phoenix recently by A. H. 
Forman, Jr., executive vice president in charge 
of planning and production. No location has 
been decided upon as yet, but construction is 
scheduled to begin next spring, with the plant 
to be completed and in operation in the spring 
of 1956. 

The new plant will be open-air construction, 
similar to Saguaro. Separate and distinct from 
the 200,000 kilowatt Saguaro plant, now being 
built by Public Service Company at Red Rock, 
the new construction is expected to cost $14,- 
000,000. Saguaro plant is being built at an esti- 
mated cost of $26,000,000 and will be completed 
in two sections, with the first 100,000 kilowatt 
unit scheduled for operation next spring and 
the second unit to be put on the line in the 
spring of 1955. 

Decision to go ahead with plans for the new 
unit were based on the findings of a recent five- 
year forecast conducted by Public Service Com- 
pany. This study of all phases of the state’s 
economy showed a need for increasing electric 
capabilities. Public Service expects an estimated 
load of 502,000 kilowatts by 1957, as opposed 
to an actual peak load this year of 301,000 kilo- 
watts. 


Westinghouse Ships Biggest 
“Power Package” 


‘T= WESTINGHOUSE ELECTRIC CoRPORATION 
recently shipped from its East Pittsburgh 
plant the biggest “power package” ever trans- 
ported as a completely assembled unit—a 490,- 
000 pound turbo-generator. 

Built for the West Penn Power Company’s 
Springdale, Pa. station, the 135,000 kilowatt 
generator had to be lifted by two overhead 
cranes and transported on the world’s longest 
railroad car specially constructed for such loads 
by the Pennsylvania Railroad. 

(Continued on page 26) 





RECEIPTING MACHINES 


@ Attractive, durable coupon cutting 
receipters with interchangeable 
die blocks. Many other sizes 
and styles for all utilities. 
Write for FREE Catalog. 


A. C. GIBSON CO., INC. 


BUFFALO 5, N.Y. 70 OAK ST. 
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When installed, this generator will produce 
enough electricity to light a city of more than 
250,000 homes. 


IBM Folder on Utility 
And Record Keeping 


A= folder describing the IBM method of 
general accounting for utilities has been 
published by International Business Machines 
Corp. 

With this method, source data is recorded in 
IBM cards in punched hole form. These cards 
are processed automatically on high speed elec- 
tronic and electric machines for all phases of 
utility accounting and record keeping. 

The folder outlines the four basic operations 
required for the preparation of reports and 
records, and illustrates machine-prepared re- 
ports for management as well as general and 
operating ledgers. 

For a copy of this folder, write the IBM 
Department of Information, 590 Madison ave- 
nue, New York 22, New York; ask for the IBM 
Method of General Accounting for Electric, 
Gas and Water Utilities. 


B&W Building Large Capacity 
Boiler for Public Service of N.M. 


HE largest capacity boiler with the highest 
pressure and temperature ever sold in the 
State of New Mexico is now being built by The 
Babcock & Wilcox Company for the Person 


station of the Public Service Company of New 
Mexico at Albuquerque, B&W officials revealed 
recently. 

To be installed in the station named for its 
chief engineer, A. Person, and situated at 
the foot of the Sandia Mountains, this outdoor 
unit will generate steam to produce 35,000 kilo- 
watts of electricity, a large part of which is 
for the use of the Atomic Energy Commission 
and the Secret Weapon base at Sandia. The 
addition of the new unit will increase the Public 
Service Company’s total capability to approxi- 
mately 127,000 kilowatts. 

The Person station also has two other re- 
cently installed large boilers now in operation. 
They will each produce 200,000 pounds of steam 
per hour, which can be increased to 220,000 
pounds per hour re four-hour peak periods. 

The new installations are a part of a three- 
year, $22,000,000 expansion program being car- 
ried out by Public Service Company of New 
Mexico to meet the electric light and power 
needs of the area. During the past 10 years the 
number of its customers for electricity has in- 
creased by 130 per cent. 


J-M Issues Brochure on 
Transite Conduit 


6oT ANSITE Ducts” is a new 12-page bro- 
chure just issued by Johns-Manville. It 
covers installation and maintenance informa- 
tion on Transite Conduit (for exposed work 


(Continued on page 28) 
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L i N Cc @ ] L ‘4 financial printers rf uy 


Are we serving you? 








NEW YORK (6): 130 Cedar Street * WOrth 463760 


> CHICAGO (5): 732 Sherman Street * WAbash 2-400/ 











a, 


Specialized service in all 

documents relating to 

corporate finance and 
stockholder and public relations. 
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Mountain States Telephone & Telegraph Co. 


SAVES TIME—CUTS COST 


wth White 3000 


TAILORED right to the job, the White 3000 has functional 
advantages that cannot be matched ... that mean time sav- 
ings and cost reductions first day in service. 

In specialized line construction service, its exclusive 
design pays off for Mountain States Telephone & Telegraph 
Co., which has been operating Whites for 40 years. 





ASTER MANEUVERING Faster maneuvering, driving ease, safety and visibility 
bsier, faster turning in streets andtight all are definite advantages. And the power-lift cab saves 


teas because of 10914 inch wheelbase of inspection and maintenance time. 
is Model 3020 line construction work. 


In every way, you'll find the White 3000 is today’s way 
to efficient, economical truck transportation. 


See your White Representative for facts. 


THE WHITE MOTOR COMPANY 
Cleveland 1, Ohio 








TRA CREW SPACE 


ree-man crew compartment with over- 


| length shorter than conventional line FOR MORE THAN 50 YEARS THE GREATEST NAME IN TRUCKS 


tucks. 60 inch CA dimension, shorter 
heelbase make it possible. 














INDUSTRIAL PROGRESS—( Continued) 
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and installation underground without concrete 
encasement) and Transite Korduct (for instal- 
lation in concrete). Fully illustrated, the bro- 
chure cites many typical examples from public 
utilities, telephone companies and other indus- 
tries which show how Transite duct materials 
can cut cable subway costs. 

Copies of Transite Ducts are available from 
Johns-Manville, 22 East 40th street, New York 
16, N 


Pole Grip 


Ae rELY new patented tool used for set- 
ting power poles up through energized 
power lines is now in production by Petersen 
Engineering Company. 

This new tool, known as PENGO Pole Grip 
does not replace the peavey ; but does a different 
job. It enables one man to have complete con- 
trol of the butt of the pole to safely guide the 
top of it up between power lines and, there- 
fore, it not only eliminates one man, but is a 
safety tool as well. 

Literature and prices are 
P ~enige Engineering Company, 
Clara, California. 


from 
Santa 


available 
Mfrs., 


Low-cost ‘Time Switch 
Introduced by Sangamo 


gg. SANGAMO ELeEctriIcC COMPANY is now 
producing a quality time switch for the low 
price field. 

It is a NEMA Standard 30 ampere rating, 
single-pole, single-throw switch that employs 
the same slow-speed hysteresis motor and syn- 
chronous timing mechanism used in this manu- 
facturer’s well-known line of heavy-duty time 
switches. The entire mechanism is enclosed in 
a sturdy gray steel case with a hinged cover 
and sealable hasp. The switch measures 44 in. 
x 7} in. x 34 in. overall. List price is $13.50 
and the switch carries an 18-month guarantee. 

Further information on this Type B Time 
Switch, write for catalog sheet No. 1020. Ad- 
dress Sangamo Electric Company, Springfield, 
Illinois. 


Fluor Designs News Unit for 
California Electric Power 


Ate generating unit has just been 
placed in operation at the Highgrove plant 
of the California Electric Power Company at 
Riverside, California, according to an an- 
nouncement by Don W. Darnell, chairman of 
the board of The Fluor Corporation, Ltd., Los 
Angeles, designers and builders of the entire 
Highgrove project. 

This newest and largest of Highgrove’s three 
units began operation slightly over a year after 
its construction was started by Fluor in Septem- 
ber of 1952. Its 40,000 kilowatt rated capacity 
brings to 100,000 kilowatts, or 134,000 horse- 
power, the amount of electric energy manufac- 
tured at Highgrove. Fluor will begin construc- 
tion of a fourth unit with 40,000 kilowatt out- 
put in September of 1954. 

According to the announcement, 


the $15,- 


000,000 Highgrove steam plant incorporates 
many unique design features which make it one 
of the most completely “outdoor” plants on the 
west coast. All components with the exception 
of the operators’ control and switchgear rooms 
are out-of-doors. The plant has only two op- 
erating levels, at grade and at 14 feet, which 
results in easier and more economical operation 
and maintenance. Its unusual construction also 
increases earthquake resistance and enhances its 
appearance, according to Mr. Darnell. 


Kansas Gas & Electric 
Opens 117,000 KW Station 


A NEW generating station with a total load 
capacity of 117,000 kilowatts has been put 
into operation by the Kansas Gas and Electric 
Company, Wichita, Kansas, it was recently re- 
ported by the company. 

Two generating units—one of 47,000 kw’s and 
another of 70,000 kw’s—have been erected at 
Murray Gill by the Ebasco Services, Inc. The 
new station is part of KG&E’s expansion pro- 
gram to meet increased load demands of the 
Wichita and southwest Kansas region. 

A compactly designed control panel, designed 
by Ebasco, facilitates regulation of the opera- 
tion of the new 117,000 kw station. Incorporat- 
ing miniaturized recording instruments, espe- 
cially developed by Minneapolis- Honey well’s 
Industrial Division, the panel monitors a variety 
of critical operating conditions. These include 
turbine steam pressures and temperatures, boiler 
excess air and condenser vacuum. 

The eight-foot long graphic panel is believed 
to be the first to utilize miniature instruments 
in an electric power generating application. A 
panel board of conventional design would re- 
quire four times the space, according to the 
Ebasco engineers. 


Power-line Carrier Booklet 
Available from Westinghouse 


16-pAGE booklet describing the new Type 

FD power-line carrier equipment is avail- 

able from the Westinghouse Electric Corpora- 
tion. 

The carrier assemblies most commonly used 
for such functions as relaying, telemetering, 
supervisory control, remote control, teletype- 
writer service, and telephone service are de- 
scribed, with ‘photographs of the assemblies. 
Such features of the equipment as crystal con- 
trol, selectivity and sensitivity are discussed. 

For a copy of this booklet, 84-000, write 
Westinghouse Electric Corporation, Dept. TP- 
we 2519 Wilkens avenue, Baltimore 3, Mary- 
and. 


Equitable Gas to Operate Gas 
Storage Field 


HE EguitaB_tE GAs Company, of Pitts- 

burgh, Pa., has been authorized to operate 
a natural gas storage field in Wetzel and 
Marion Counties, W. Va. The proposed facili- 
ties will provide a storage capacity of 3,023,- 
000,000 cubic feet of natural gas. 
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Gain 
maximum head 
at Intakes 











.-- by cleaning your racks with a 


Newport News * 
Mechanical Rake 


Keeping racks clean is essential wherever a few inches of 
head loss can reduce output of the wheels. 


One company calculated the capitalized value of each inch 
of head gained at its plant as $6,000. Measured in terms of 
the value of additional power cutput, a Newport News 
rack rake installed at this plant is paying for itself 
over and over again the year ’round. 


Power-operated to clean trash racks at water intakes of 
hydroelectric plants, steam plants, pumping stations, canals 


and similar installations, the Newport News Mechanical Write for your copy of 
P - “Rack RAKE,” anil- 
Rack Rake reduces a major hand-labor task to one of lustrated booklet de- 






scribing the opera- 
tion and advantages 
of the Newport 
| News Mechanical 
( Rack Rake. Use 


minor periodic activity. 
Under ordinary conditions, one man per shift can, 
with a Newport News Mechanical Rack Rake, 


keep the racks clean for a dozen bays. ae snapeningt 


\ coupon now. 
i 


« Newport News Shipbuilding and Dry Dock Company 
Dept. PUF -12, Newport News, Virginia 


NEWPORT NEWS Please send me a copy of “RACK RAKE.” 
Shipbuilding and ae 7” 
Dry Dock Company Address 
Newport News, Virginia City. State 
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New $1,500,000 sound laboratory, look- _ the Fiberglas wedges which eliminate echoes. 
ing from the control room into the anechoic Coming through pressure-sealed doors is a 
chamber through three thicknesses of glass, 300,000-kva power transformer on a specially 
you can see the strange pattern formed by _ built 28’ transfer car. 


What is G.E. doing to lick 
TRANSFORMER NOISE PROBLEMS? 


Transformer noise is an important problem where increased domestic 
consumption of electricity has caused large substations to be located in 
the midst of residential areas. This problem will be the target of 
General Electric’s new transformer sound testing laboratory now under 
construction in Pittsfield, Mass. The new laboratory will be one of the 
world’s largest devoted exclusively to the research of sound. 

The aim of G-E research engineers is to further analyze the causes 
of transformer noise and then find better ways to design transformers 
which will take advantage of recent progress toward compact, light- 
weight construction, and at the same time have sonic characteristics 
which make them good neighbors of the homes they serve. General 
Electric Company, Schenectady 5, N. Y. 421-9E 


GENERAL @@ ELECTRIic 
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Dig ‘em and fill ‘em 
with CLEVELANDS 








The Cleveland “Baby Digger” Model 95 is making short work 
of cutting trench for a gas main extension under good digging 
conditions in Minneapolis. Even greater savings were effected 
by the 95 during severe winter digging conditions. 














Here, a Cleveland Model 80 is speedily and cleanly back- 
filling the trench shown in the top picture. The 80 is also 
an excellent pipe layer. When job conditions require back- 
fill compaction, the 80 does an outstanding job with no 
additional men or equipment necessary. 


THE CLEVELAND TRENCHER CO. 


Pioneer of the M rn Trencher 


20100 ST. CLAIR AVENUE . CLEVELAND 17. OHIO 
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Twofold Benefits From The 


Analysts Journal 


J, its timely articles by the nations leading security analysts and 
economists keep you informed as to methods and trends in the 
security markets. You will be better able to present your com- 
pany in its most favorable light if you know the trend of finan- 
cial thinking as expressed in the official publication of the 
Security Analysts. 


2 Its advertising pages provide a means of putting your story 
across to the Analysts. There is no more direct and effective 
way to contact this influential group of investment specialists 
than to advertise in their own quarterly Journal. 

To Keep Abreast of Investment Markets 
READ THE ANALYSTS JOURNAL 
6 
To Keep Investment Markets Abreast of Your Company 


ADVERTISE IN THE ANALYSTS JOURNAL 


PUBLISHED QUARTERLY BY THE NEW YORK SOCIETY OF SECURITY ANALYSTS 





The Analysts Journal 
20 Broad Street, Room #908 
New York 5, N. Y. 


Gentlemen: 


(] Please enter my subscription for one year at the subscription rate of $4.00. 


C) Please send me your advertising brochure. 


CORR OOOOH EERE EEE EEE EEE EEE HEHEHE EE EEE EEE EE EEE HEHEHE EE EEE 
































December 3, 1953 Public Utilities Fortnightly 33 








WHICH OF THESE SERVICES WILL HELP YOU? 


and economi 
Need help with financing? During the past few ae Easco has advised on the rais- 
ing of over two billion » Satieen in new capital. Industrial relations? EBasco assists in 

nning and developing industrial relations programs. Esasco has designed and 
Bult over one billion dollars worth of new plants. Epasco has developed insurance, 
pension and safety programs ... solved production and plant layout problems and 
performed many similar services for business and industry throughout the world. 
To find out how EBAsco can serve you best, send for ‘““The Inside Story of Outside 
Help.” Address: Ebasco Services Incorporated, Dept.W, Two Rector Street, New 


At your Segui are EBasco specialists to help solve your business problems quickly 
y. 


York 6. 
EBASCO SERVICES 
088? * Comer a, INCORPORATED 
ry a New York + Chicago « Washington, D.C. 
, BASCOw + Dede - Dusen Sades - CosetngEgaorg « Decgn & Const + Pane 


“tan, ww tadustrial Relations - inspection & Expediting - insurance, Pessions & Safety 
cous Office Modernization - Purchasing - Rates & Pricing - Research - Sales & Marketing 
Systems & Methods - Taxes - Traffic - Washington Office 
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NEW INTERNATIONAL MEDIUM-DUTY 
FOUR-WHEEL DRIVE TRUCKS 


For Off-Highway or Highway Operation 











Now, INTERNATIONAL advanced engi- 
neering makes possible another devel- 
opment in transportation efficiency. 
Two new medium-duty four-wheel 
drive models open new possibilities 
for truck operators in scores of fields. 


You can haul men, tools, equipment— 
through mud, sand, snow—over ter- 
rain where conventional trucks can’t 
go. With front axle disengaged, you 
can operate normally on the highway. 


Tough-job engineered. These new 
models are built for the toughest kind 
of work. They give the low operating 
and maintenance cost and long life 
that have made INTERNATIONAL the 
heavy-duty leader for 21 years. 


INTERNATIONAL 4x4 models have the 
stamina, ruggedness for toughest jobs. 
See one today. See how it fits your 
work. See your INTERNATIONAL Dealer 
or Branch for all the facts. 


INTERNATIONAL HARVESTER COMPANY 




















= 
~ 


un 








CHICAGO 


New INTERNATIONAL R-160 (4x4) 
with public utility equipment and front- 
end winch. GVW rating, 11,000 Ibs. 
Famous Comfo-Vision cab. 


1 n a 


Brief Specifications of these new INTERNATIONAL medium-duty 4x4 models 








Two chassis models. Model R-140 (4x 4)—130-inch 
wheelbase, 60-inch CA; 142-inch wheelbase, 72-inch 
CA, GVW rating 11,000 lbs. Model R-160 (4x 4)—154- 
inch wheelbase, 84-inch CA; 172-inch wheelbase, 102- 
inch CA, GVW rating 15,000 lbs. 


All-truck power. Model R-140 (4x 4), 100-hp. Silver 
Diamond 220 valve-in-head engine. Model R-160 (4x4), 
108-hp. Silver Diamond 240 valve-in-head engine. 


Eight forward speeds, two reverse. Transmission has 


4 forward speeds, 1 reverse, 2-speed transfer case. 


Easily converted for highway use. Special transfer 
case permits disengaging of front axle for normal 
2-wheel drive operation. 


Transmission power take-off openings on right and 
left side to handle front-mounted winch. 





Adaptable to variety of bodi quip t. Because 
of wheelbase range and CA dimensions, chassis are 
adaptable to wide variety of specialized uses. 


International Harvester Builds McCORMICK® Farm Equipment and FARMALL® Tractors . . . Motor Trucks. . . Industrial Power. . . Refrigerators and Freezers 


Better roads mean a better America 


INTERNATIONAL TRUCKS 


‘Standard of the Highway 
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Georgia Power Company Plants use 


Exide-Manchex ° 


BATTERIES 


A typical Exide-Manchex installation. 


Here are four generating piants of the 
Georgia Power Company that are 
equipped with Exide-Manchex batteries. 


Plant Yates works twenty-four hours a 
day, seven days a week. Each of its three 
generators has a capacity of 100,000 
kilowatts. Plant Mitchell has a possible 
total capacity of 125,000 kilowatts... 
the Sinclair Dam plant, located on the 
Oconee River, will produce 45,000 kilo- 
watts . . . and Plant McManus is designed 
for ultimate expansion to four stgam- 
electric generating units of 40 000§ilo- 
watts each. ; 


In addition, Georgia Power Company*will 
soon complete a 300,000 kilowatt capacity 
steam-electric plant, Plant Hammond, on 
the Coosa River near Rome. A 60 FME-21 
Exide-Manchex battery will be installed. 









wee PLANT YATES 


PLANT 
MITCHELL 


PLANT 
SINCLAIR DAM 


PLANT 
McMANUS 


EXIDE-MANCHEX BATTERIES ARE PREFERRED 
BY MANY UTILITIES BECAUSE THEY ASSURE: 


POSITIVE OPERATION: Dependable performance 
at ample voltage with no switchgear failures. 
INSTANTANEOUS POWER: High rates for switch- 
gear operation with adequate reserve power for all 
other control circuits and for emergency lighting. 
LOW OPERATING COST: Extremely low internal 
resistance. 
LOW MAINTENANCE COST: Water required about 
twice a year. No change of chemical solution dur- 
ing life of battery. 
LOW DEPRECIATION: Sturdy, long-life construc- 
tion. 
GREATER CAPACITY in a given amount of space 
avoids overcrowding. 

o e . 
Various sizes and types of Exide Batteries are 
available in plastic containers. 
Exide-Manchex is your best battery buy for all 
control and substation services. 


1888...DEPENDABLE BATTERIES FOR 65 YEARS...1953 


fHE ELECTRIC STORAGE BATTERY CO., Philadelphia 2 + Exide Batteries of Canada, Limited, Toronto 
“EXIDE” and “MANCHEX" Reg. T.M. U.S. Pat. Off. 
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what we 





Little blocks, say 2’’ x 4” x 8’’, don’t pile up very 
fast. 


We hang walls up in sizable panels. 


And that is an easy way to understand why 
Robertson’s real product is time. 


We make walls that are hung in place. We make 
them complete with insulation when the panels 
are delivered. We engineer them piece by piece 
in advance at the factory. We put expert crews on 
the job to place them. 


We make time, now, when time is the essence. 
We save days and weeks in finishing a building 
for use, because years have been put into the 


development of these unique skills. 


Quick is the word we practice. 


really make is 


time? 








Q-Panels are fabricated from Galbestos, alumi- 
num, stainless steel, galvanized and black steel 
in lengths up to 25'. 


Q-Panels, 3" in depth with 14" of incombusti- 
ble insulation, have a thermal insulation value 
superior to that of a 12" dry masonry wall with 
firred Fome interior. A single Q-Panel with an 
area of 50 sq. ft. can be erected in nine minutes 
with a crew of only five men, and twenty-five 
workmen have erected as much as an acre of wall 
in three days. 


Q-Panel construction is quick, dry, clean, and 
offers an interesting medium of architectura) 
expression. 





H. H. ROBERTSON CO., PITTSBURGH, PA. 
mae: GBP saver 


This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 














December 3, 1953 Public Utilities Fortnightly 


37 





ABRAMS AERIAL SURVEY 
CORPORATION 


LANSING 1, MICHIGAN 


nfra-Re 


Oblique Photo 
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is ann PROCEEDINGS 
1952 CONVENTION 


NATIONAL ASSOCIATION OF RAILROAD 
AND UTILITIES COMMISSIONERS 




















Tuis important edition contains valuable ma- 
terial on the subject of regulation of rates and 
service of public utilities and transportation 
companies including the following: 





The Railroad Passenger Deficit Problem—Current Trends in Local Transit Regulation 
—Accounting Treatment of Rapid Tax Amortization Facilities—The Power Preference 
Clauses in Federal Statutes—Can the Regulatory Process be Accelerated?—The Place 
and Functions of the Regulatory Commission—Accounts and Statistics—Depreciation 
—Engineering—Legislation—Resolutions adopted by the Association. 

Price $10.00 





OTHER PUBLICATIONS OF THE ASSOCIATION 

Telephone Separations Manual with 1952 Addendum .............seeeeeeeeeeees $2.00 
Message Toll Telephone Rates and Disparities: 

This report of the NARUC-FCC Joint Toll Rate Subcommittee represents the results of 

a two year study by the Subcommittee with the cooperative efforts of other able people 

who served as associates and contributors in the preparation of the volume. The report 

is in printed form with hard-bound cover and contains 400 pages of text, tables and charts, 

presenting for the first time comprehensive factual data with respect to message toll 

telephone service, rates, costs and disparities in rates. This report covers the subject 

from both the interstate and intrastate approach ....................20 0c ee ee eeeee $6.50 


Depreciation: 

1943-1944 Reports of Committee on Depreciation (Reprinted in one volume because of 
special demand). The reports present a very comprehensive and complete analysis 
of the problems of depreciation in public utility regulation and set forth conclusions 
concerning the policies and practices which should be followed in respect thereto. 


I ie tele ke Sil vedic bead ov aweueearseahiee v4 $4.50 

1946) Methods of Pricing Retirements from Group Property Accounts ............... 1.25 

1948) Letter Symbols for Mathematics of Depreciation ....................2220000- 1.00 

1948) Half Cycle Methods of Estimating Service Life ....................2200 ee eeee 1.00 

1950) Remaining Life Basis of Accounting for Depreciation ......................... 50 

Interpretations of Uniform System of Accounts for Electric Utilities— 

Sy es Se OP UE CCU OP POET cic ersccccccesesacesceosscsoveconees 1.50 
Interpretations of Uniform System of Accounts for Gas Utilities— 

Se © Oe SE OP BUD caneccccccdcusescteessseseeseceoevsesssecs 1.50 
ee of Uniform System of Accounts for Water Utilities 

8k fF fk Sf i. er er ere errr eT Ter Tee 1.50 


(When remittance accompanies order, we pay forwarding charges.) 


NATIONAL ASSOCIATION OF RAILROAD AND 
UTILITIES COMMISSIONERS 
P. O. BOX 684 WASHINGTON 4, D. C. 
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PROFESSIONAL DIRECTORY 


®@ This Directory is reserved for engineers, account- 
ants, rate experts, consultants, and others equipped to 
serve utilities in all matters relating to rate questions, 
appraisals, valuations, special reports, investigations, 
financing, design, and construction. 











Tue American Aprpraisat Company 


ORIGINAL COST STUDIES @ VALUATIONS @ REPORTS 
for 
ACCOUNTING AND REGULATORY REQUIREMENTS 
NEW YORK WASHINGTON CHICAGO MILWAUKEE SAN FRANCISCO 
and other principal cities 








CONSULTING ENGINEERS 
Electricity, Natural Gas and Water Utilities 
Production, Transmission, Distribution 
Reports, Design, Supervision of Construction 
Investigations, Valuation and Rates 
4706 BROADWAY, KANSAS CITY 2, MISSOURI (SINCE 1915) 








BODDY, BENJAMIN AND WOODHOUSE, INC. 


CONSULTING ENGINEERS 
JAMES W. PARKER, SENIOR CONSULTANT 


Power Plant Design, Specification, and Construction Supervision 
Economic and Thermodynamic Studies, Technical Services and Reports 


28 WEST ADAMS AVENUE DETROIT 26, MICHIGAN 








DAY & ZIMMERMANN, INC. 
ENGINEERS 
NEW YORK PHILADELPHIA CHICAGO 


DESIGN. CONSTRUCTION, INVESTIGATIONS, REPORTS, APPRAISALS AND MANAGEMENT 


ford, Bacon & Davis 


VALUATIONS Jfqq i CONSTRUCTION 
REPORTS Ginieers RATE CASES 
NEW YORK @ CHICAGO e LOS ANGELES 























(Professional Directory Continued on Next Page) 
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FOSTER ASSOCIATES 
CONSULTANTS TO PUBLIC UTILITIES AND COMMON CARRIERS 


FAIR RETURN RATE CASES MARKET ANALYSES 
RATE DESIGN COST ANALYSES FINANCIAL ANALYSES 











88 CHESTNUT STREET, RIDGEWOOD, N. J. 











GIBBS & HILL no. 


CONSULTING ENGINEERS 
DESIGNERS - CONSTRUCTORS 
NEW YORK — LOS ANGELES 
INDIANAPOLIS — SAN ANTONIO 


GA GILBERT ASSOCIATES, INC. 











ENGINEERS °* CONSULTANTS ° CONSTRUCTORS 
READING, PA. 


® WASHINGTON e ROME 
FOUNDED 1906 © PHILADELPHIA © MANILA 
@ NEW YORK @ MEDELLIN 











W. C. GILMAN & COMPANY 
CONSULTING ENGINEERS 


Valuations — Depreciation Studies — Rate of Return 
Investigations and Reports for Financing 
Transit and Traffic Surveys — Fare Studies 
55 Liberty Street New York 5 


JAY SAMUEL HARTT 


CONSULTING ENGINEER 
327 Sesth LeSolle Street © CHICAGO © Telephone HArrison 7-8893 


Consultant to Public Utilities: Valuations; Rate of Return Studies; Reports for 
Financing; Other Problems of Management, Engineering and Finance. 




















CYRUS G. HILL, ENGINEERS 


Public Utility Properties 
Valuation and Operating Reports 
Plans — Design — Construction — Rate Cases 


134 So. LaSalle Street Chicago 3, Illinois 








GuSTAV HIRSCH ORGANIZATION, INC- 


1347 West 5th Ave., Columbus (12) Ohio 
Telephone Kingswood 0611 


Consulting and Supervisory Engineers and Contractors 
Construction and Operation of Utility Enterprises 











Mention the FortnicHTLy—I¢ identifies your inquiry 
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PROFESSIONAL DIRECTORY (continued) 





HOOSIER ENGINEERING COMPANY 


Erectors of Transmission Lines 
1384 HOLLY AVENUE . COLUMBUS, OHIO 








JENSEN, BOWEN & FARRELL 
ENGINEERS 
ANN ARBOR, MICHIGA 
APPRAISALS—INVESTIGATIONS_DEPRECIATION STUDIES— 


for Rate Cases, Security Issues, Re tory and Aoccunes © uirements 
ORIGINAL COST AND CONTINUING PROPERTY RECORD 
DETERMINATION 











The hu lj ian loyouaiion 


ENGINEERS ° Cc@enmstrreucrors 


POWER PLANT SPECIALISTS 


DESIGN e CONSTRUCTION e MANAGEMENT 
SURVEYS ¢ INVESTIGATIONS e REPORTS 


1200 N. BROAD ST., PHILADELPHIA 21}, PA. 











William S. Leffler, Engineers Associated 
NOROTON, CONNECTICUT 


on Utility Management Consultants Specializing in REGULATORY 
war” COST ANALYSIS cot 


for past 35 years 
Send for brochure: "The Value of Cost Analysis te Management” 








N. A. LOUGEE & COMPANY 
Engineers and Consultants 


REPORTS—APPRAISALS—DEPRECIATION STUDIES 
RATE CASES—BUSINESS AND ECONOMIC STUDIES 


120 Broadway New York 








CHAS. T. MAIN, INC. 
Power Surveys—Investigations—V aluations—Reports 
Steam, Hydro Electric and Diesel Plants 
Gas Turbine Installations 
80 FEDERAL STREET eee BOSTON 10, MASS. 








TAXES 


| SAraTY MIDDLE WEST FINANCE 
| wuoeeTINe SERVICE aoveamisine 


PERSONNEL co ACCOUNTING 
ENGINEERING e SALES PROMOTION 











STOCK TRANSFER 20 N. WACKER DRIVE, CHICAGO PUBLIC RELATIONS 


(Professional Directory Continued on Next Page) 
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Pioneer tate -~ pentane Co. 


SPECIALISTS IN 
ACCOUNTING, FINANCING, RATES, 
INSURANCE AND DEPRECIATION 











CONSULTING, DESIGNING AND 


OPERATING ENGINEERS 
PURCHASING 





3! SOUTH LA SALLE STREET CHICAGO 4. ILLINOIS 


Ne RUST ENGINEERING CO. 








PITTSBURGH 19, PA.* BIRMINGHAM 3, ALA. 
Offices in Principle U.S. and Canadian Cities 
Power Plant Design and Construction 
Boiler Settings © Chimneys © Equipment Erection 
Also sliding form work, refractory brick-work and insulation. soil compaction, other specialties. 











ENGINEERS 
CONSTRUCTORS 


SANDERSON & PORTER 
&P 








Sargent & Lundy 
ENGINEERS 


Steam and Electric Plants 
Usilities—Industrials : 
Studies—Reports—Design—Supervision 
Chicago 3, Iii. 








The J. G. WHITE ENGINEERING CORPORATION 


Design—Construction—Reports—Appraisals 
Consulting Engineering 
80 BROAD STREET NEW YORK 4, N. Y. 








Whitman, Requardt and Associates 
Publishers of the 35- tine 











DESIGN — CONSTRUCTION —_ HANDY-WHITMAN INDEX 
Public Utili 
REPORTS — VALUATIONS Ph a 
Including Hydro-Electric Properties 
1304 ST. PAUL STREET BALTIMORE 2, MARYLAND 





Mention the FortNIGHTLY—I¢ identifies your wquiry 





December 3, 1953 


Public Utilities Fortnightly 





PROFESSIONAL DIRECTORY (concluded) 





ALBRIGHT & FRIEL INC. 


Consulting Engineers 


Water, p=: je and Industrial Wastes Problems 
Airfields, Refuse I~ Dams 
Power Plants, Flood Control 
Industrial Buildings. 
City Planning, — —— and Rates 


121 SOUTH BROAD a. PHILADELPHIA 7 





LARAMORE AND DOUGLASS, INC. 


CONSULTING ENGINEERS 


POWER PLANTS 
TRANSMISSION DISTRIBUTION 
DESIGN—REPORTS—APPRAISALS—RATES 


79 East Adams Street Chicago 8, Mlinois 














EARL L. CARTER 


Consulting Engineer 
REGISTERED IN INDIANA, NEW YORK, OHIO, 
PENNSYLVANIA, WEST VIRGINIA, KENTUCKY 

Public Utility Valuations, ag and 
Original Cost Stud 
910 Electric Building ladienapall Ind. 








LUCAS & LUICK 
ENGINEERS 


DESIGN, CONSTRUCTION SUPERVISION, 
OPERATION, MANAGEMENT, APPRAISALS, 
INVESTIGATIONS, REPORTS, RATES 


231 S. LaSatie St., CHicaco 








ENGINEERS, CONSTRUCTION AND 
MAINTENANCE CONTRACTORS 
for the GAS INDUSTRY 


fomee. Beek Gey. am mo) 
GAS anpb SERVICE CO. 


327 So. LaSalle St., Chicago 4, lil. 














LUTZ & MAY 


Consulting Engineers 


STEAM, GAS & DIESEL POWER STATIONS 
PUMPING PLANTS—ELECTRIC SYSTEMS 
REPORTS—DESIGN—APPRAISALS 


1009 Baltimore Kansas City 6, Mo. 








GANNETT FLEMING CORDDRY AND CARPENTER, INC. 
ENGINEERS 


HARRISBURG, PENNSYLVANIA 


Resorte——A 
por 





Original Cost and Depreciation Studies 
Rate Analyses—insurance Surveys 


A. S. SCHULMAN ELEctric Co. 
Electrical Contracting Engineers 


TRANSMISSION LINES—DISTRIBUTION—POWER 
STATION—I NDUSTRIAL—COMMERCIAL 
INSTALLATIONS 


CHICAGO Los ANGSLES 








FRANCIS S. HABERLY 


CONSULTING ENGINEER 


Valuations — Depreciation 
Investigations and Reports 


122 SoutH MICHIGAN AveNUB, CHICAGO 


SLOAN, COOK & LOWE 


CONSULTING ENGINEERS 
120 SOUTH LA SALLE STREET 


CHICAGO 
Appraisals — Reports 
Operating — Financial — Plant 














JACKSON & MORELAND 


ENGINEERS AND CONSULTANTS 





DESIGN AND SUPERVISION OF CONSTRUCTION 
REPORTS — EXAMINATIONS — APPRAISALS 
MACHINE DESIGN — TECHNICAL PUBLICATIONS 


BOSTON NEW YORK 








Representation in this Profer.ional Directory 
may be obtained at very reasonble rates. 
Kindly address inquiries to: 


ADVERTISING DEPARTMENT 
Public Utilities Fortnightly 


309 Munsey Building 
Washington 4, D. C 





Mention the FortnNicHTLY—!/t identifies your inquiry 











4H Public Utilities Fortnightly 


December 3, 1953 





INDEX TO ADVERTISERS 


The Fortnightly lists below the advertisers in this issue for ready refer- 
ence. Their products and services cover a wide range of utility needs. 
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This was the 
last word 
in 1908 












Gasapack \ 


Water-Heater 


Control 






A” ANCED engineering techniques have made today’s ex- 
cursion boat tops in comfort, safety and efficiency. 
And advanced engineering in the A-P Model 50 Gasapack 
gives you simplicity, space-saving design and reduced as- 
sembly and service costs. 

All necessary controls . . . main and pilot cocks, pilot 
filter, 1006¢ automatic shutoff, safety pilot and automatic 
main valve are built inte one compact unit. You get close, 
even temperature control with manufactured, natural and 
L-P gases. And the Model 50 Gasapack can be positioned 
inside or outside heater casing, providing the utmost free- 
dom in design and styling. 














Model 50 Gasapack can be mounted as one unit with burner, 

Complete assembly can be installed or mounted in only a few 
You'll get lower costs . . . faster assembly . . . easier minutes. 

service, with this modern A-P Control. Write for bulletin 


G210 today. 


A-P CONTROLS CORPORATION 


9470 N. 22nd Street, Milwankee 45, Wisconsin 
in Canada: A-? Controts Corporation, Ltd., Cooksville, Ontario 


Temperature-sensitive, 
contact-type thermo-bulb 
eliminates spud project- 
ing into tank, Prevents 
all possibility of water 
leakage due to spud cone 
nections, 











This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 














TANK RUBBER BASE 
WALL vA CEMENT SEALER 


, 


TANK BASE 


pitlete) 49) 
CONSTRUCTION 


These rolls squeeze trouble out 


Of course you don’t drop transformers off 
tail gates, or skid them across concrete 
floors and roadways. That is, you don’t 
plan for these things to happen. But ex- 
perience shows they sometimes do. 

That’s why machines like the one above 
roll a double seam, joining the base to the 
tank of every Westinghouse Distribution 
Transformer. As the rolls squeeze down, 
they compress a rubber cement applied 
to the surface of the metal. This cement 
fills up any capillary spaces which might 
normally exist. 

Result: A positive seal to prevent any 
leakage ...a reinforced base as a protec- 
tion against severe handling... addi- 


tional protection against corrosion at a 
vulnerable point. 

This is another of the extra values like 
Coastal Finish, extra-strength bushings, and 
many more, that contribute to the trouble- 
free dependability of Westinghouse Trans- 
formers. They add up to better service, less 
servicing. Your Westinghouse Representa- 
tive will be glad to 
give you further infor- 
mation about these§ 
features, or write for 
Booklet B-4249A. 

Westinghouse Elec- 
tric Corp., P. O. Box 
868, Pittsburgh 30, Pa. 

J-70658-A 


you can 6 SURE...1¢ iS 


Westinghouse 





